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AMERICAN-MARIETTA 


Epoxy Molding Compounds 


The Adhesive, Resin and Chemical Division of American-Marietta, one of the 
leaders in the development and production of unique and versatile plastic materials, 


helps to satisfy the electronics industry’s demand for automated encapsulation of Progress 


through 


precision components. 


The result of more than five years of research, supported by extensive military and 





; ‘ , Ou 
industrial evaluations, EMC epoxy molding compounds have the inherent physical, Research 
: : ° ; ‘ ‘ . Pre. 
chemical and electrical properties which make possible new fields of design and new “a 
manufacturing techniques in the electronics fields. . 
ws 
Whether it be the launching of a rocket, the imponderable calculations of a com- chee 
puter or a breeze of fresh music from the nearest stereo set, A-M’s advanced epoxy 
molding compounds assure trouble-free operation of vital electronic components. Cre 
Cha 
M. 3 
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MORE GROWTH IN PUGET POWER COUNTRY 





NATION'S LARGEST TOTAL-ELECTRIC DEVELOPMENT IN PUGET’S SERVICE AREA. 
3.500 “Gold Medallion” homes will all feature electric heat, 
electric cooking and electric water heating. Puget residential 
customers own an average of 15.1 electric appliances, use 242 
times more electricity each year than the national average usage. 





NEW INDUSTRIAL PARKS ATTRACT MORE INDUSTRIES TO PUGET’S AREA. 
Above is a portion of Overlake Industrial Park, showing new 
United Control Corp. and Simpson Timber Co. facilities. Others 
include Andover Industrial Park, being developed by a subsidiary 
of Puget Power, where national firms such as General Electric 
Company and Abbott Laboratories are erecting large new plants. 


INDUSTRIAL & COMMERCIAL REVENUES ALSO RISING STEADILY 


RESIDENTIAL REVENUES FORM SOLID BASE FOR RISING TOTAL 





Residential 1956 1857 1958 1959 1960 
Revenues $14,201,479 $15,372,459 $16,204,731 $18,321,693 $21,068,573 
Total 


Revenues $25,212,731 $26,983,317 $28,638,804 $32,385,103 $37,137,307 


Residential revenues have increased at an average of 10.3% per year, over the 
past 5 years, and these revenues now are 50% greater than they were in 1956 








industrial & 
Commercial 1956 1957 1958 1959 1960 


Revenues $ 9,379,637 $10,118,176 $10,851,550 $12,167,161 $14,117,281 


industrial and commercial revenues have increased at an average of 10.4% 
per year, and these also are now 50% greater than they were five years ago. 
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SIXTY PERCENT OF WASHINGTON STATE'S POPULATION GROWTH FOR THE 
LAST 10 YEARS HAS TAKEN PLACE IN PUGET POWER’S SERVICE AREA. 
Nearly one million people now live in the 270 communities served. 
Use of electricity per residential customer is growing, too, and 
Puget Power stands second among all the investor-owned utilities 
in the entire nation in this vitally important growth factor. 


PUGET POWER 





PUGET SOUND POWER & LIGHT COMPANY 


Serving 830,000 people in 270 communities of Western Washington * Executive Offices: 1400 Washington Building, Seattle 1 
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The Trend of Events 


THE NEW DEAL AND THE NEW FRONTIER... In one of 
he most interesting phenomena of this age, the 
ledglings of the new generation, who usually want 
o try their own wings and relegate the ideas and 
‘xperience of the “old man” to the junk heap, are 
not striking out along fresh paths. Instead, they are 
reverting to the philosophies that are a combination 
‘f the socialism of Kar] Marx and the radical finan- 
ial-economic theories of Lord Keynes, that were 
nstituted by the New Deal “to spend ourselves out 
\f the depression” in the ’30’s following World War I. 

At the time these ideas were adopted it is well to 
remember, our country was in the throes of an 
economic convulsion, and the huge debt we piled up 
testifies to its cost. Yet the new Administration is 
today enforcing the same system in an economy 
operating at a peak level and in a totally different 
financial-economic setting at home, and at a time 
f severe tension and pressures from abroad, that 
would greatly multiply the sizeable cost of New 
Deal experimentation and innovation. 

With their new-won power 


that in the end they will be calling on the other “old 
man” they lean on—the long suffering taxpayer— 
to foot the bill for their mistakes. 

So aroused is the thinking element in this country 
today that various rightist movements, both mod- 
erate and extreme, have sprung up in our colleges 
—among the Armed Forces—and the citizenry, 
which have quickly gained adherents in every facet of 
society across the country. And understandably so. 

The business world, in frustration, has been 
aroused to vigorous protest by the reactivation 
of Franklin D. Roosevelt’s experimental program 
at this time. They well know that the New Deal, 
which came to power at the bottom of the 1932 
depression, gave this country merely a temporary 
lift, and that by 1937 we were again slipping into 
another serious depression when the _ industrial 
stimulation of World War II saved the New Deal. 

The New Frontier, on the other hand, is taking 
hold at a very high level in our economy, and at a 
time of serious crisis in world affairs is instituting 

many of the same measures 





the Administration is setting 
forces in motion that they 
ultimately can not control, the 
astronomical cost of which 
will cause them to resort to 


continually increasing deficit able market analysis of importance to 
investors and businessmen. To keep 
abreast of the forces that may shape 
tomorrow’s markets, 


spending which inevitably 
will compound their difficul- 
ties. Already they are seeking 
refuge in various types of 
control and we can expect 


regular feature. 





We call the attention of the reader to 
our Trend Forecaster, which appears as more out of gear with our 
a regular feature of the Business Ana- 
lyst. This department presents a valu- today. 


which did not work for the 
New Deal and which are even 


economic position in the world 


That conservatism will be 
forced upon us from the out- 
side too, is clearly evidenced 
don’t miss this in our feature story in this 
issue, the “Shift of Monetary 
Power from U.S.A. to West- 
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ern Europe Bloc’, which we recommend as essential 
reading to our subscribers. The rebirth of last year’s 
gold scare would be a severe shock in our current 
unsettled state, but that is exactly what appears 
to be building up. 

In the meantime, we are actually heading toward 
the socialist state prophesied by Nikita Khrushchev. 
As a step in that direction, we call attention to the 
huge billion dollar power program in the works 
(editorially covered in this issue), which is to be 
set up in competition with investor-owned utilities 
that must be paid for by new taxes or deficit 
spending. 


It will be well for the New Team to remember 
that the captains they have replaced are those who 
tried to put our house in order after the wreckage 
caused by the architects of the New Deal, that left 
us with an overwhelming debt that is a back-break- 
ing burden today and a mortgage on the living 
standards of future generations. 

With this thought in mind there should be a 
greater readiness to use the logic of reason rather 
than the expedience and innovation practiced by the 
New Deal. And we earnestly urge them to do so 
now—today. 








PUBLIC 





POWER 


ADVANCING WITH LONG STRIDES IN 
UNITED STATES AND CANADA 


By Owen Ely 


UBLIC power flourished during the Roosevelt 

and Truman regimes, but lagged during Eisen- 
hower’s second term when the policy of “no new 
starts” came into effect. Public power in its various 
forms now approximates one-quarter of our na- 
tional power system — hydro plants built by Fed- 
eral agencies, state ownership in Nebraska, county 
PUD’s in the Pacific Northwest, municipal owner- 
ship across the country, and Federally financed 
REA’s (the latest development being the super-co- 
ops which plan to build big generating plants). 


60 


Favored by Administration 


The Kennedy Administration has appointed a 
number of public power advocates to important 
posts in Washington, and new and grandiose plans 
are under development. One of these is the proposal 
to make the plutonium-production plant at Hanford, 
Washington, also a big atomic power plant. The 
power would be merged with that from Bonneville, 
the nearby Federal hydro plant. Fortunately, the 
House of Representatives vetoed the proposal after 
the Senate had voted for it; but the House seems 
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to have been influenced more by the powerful coal 
lobby than by anti-public power sentiment. 

In any event, Bonneville already has more in- 
terruptible power than it can sell in its area and 
as a result is losing money. Hence the public power 
planners, headed by Secretary Udall, propose to 
build a 500,000 volt transmission line from Bonne- 
ville to Los Angeles. While they would like to sell 
nower to Pacific Gas & Electric in northern Cali- 
ornia, they would doubtless get a warmer welcome 
1 Los Angeles, where the city operates the local 
power plants and could obtain Federal power on a 
preference” basis. 

This would be the first stage of a nationwide Federal 
power grid connecting major public power develop- 
ments with high tension transmission wires capable 
of moving big blocks of power from one area to anoth- 
er. The proposal for a nation- 


transferred to the holding company to buy back its 
own common stock; B. C. Power put the money into 
short-term securities until such time as they could 
decide whether to give the money to stockholders 
or “go into new ventures.” B. C. Power’s stock- 
holders are now left holding the bag and the price 
of the stock dropped to 3114 (recently 3254) after 
selling as high as 39', earlier this year and 5515 
several years ago. 

Mr. Bennett’s coup apparently reflected his per- 
sonal ambitions, and a quarrel with Ottawa over 
taxes, and over the development of big hydro proj- 
ects on the Peace River (Ottawa favored the Col- 
umbia River). 

Emissaries of Bennett are said to have been in 
California recently negotiating for the sale of future 
B. C. power in that state — in competition with 

the U. S. Government’s 





il program hasn’t yet taken 


plans to move Bonneville 
power southward, it would 





definite shape and it would 
ve hard to ram such a bil- 
lion-dollar program through 
Congress in one operation. 
Che plan therefore seems to 
be to build the grid by 
stages, gradually extending 
it down the West Coast, then 
to the Colorado area, from 
there to the Missouri Valley, 
and later to TVA and the 
eastern part of the country. 
Congress hasn’t appro- 
priated more than nominal 
funds for the Bonneville- 
line. Congress approved 
the $3.9 billion Public 
Works Appropriation bill 
which provides funds for 
the construction of an all- 
Federal Transmission Sys- 
tem for the Colorado River 
Power Storage project. 
This is considered a vic- 
tory for the Government 
power interests as Secre- 
tary of the Interior Udall 
is no longer under any 


NOTE—I wonder if the average taxpayer 
realizes what a drain public ownership of 
utilities is on his pocket? 


First of all — he must pay for the billions 
spent for the erection of these power proj- 
ects in any part of the country — whether 
he lives in that area or not. 


Second — where losses in operation occur, 
these too come out of taxes whether the 
citizen has any direct benefit or not. (Bon- 
neville, one of the biggest Federal projects, 
is now in the red.) 


Third — is the tremendous loss of tax rev- 
enue, for these public plants pay a tiny 
fraction — about 3% — while privately 
owned utilities pay 21%. 


Fourth — And should deficit spending call 
for new taxes next year, we the private 
citizens and American industry will feel 
the bite — not Government owned power 
projects. 


Fifth — And what is more, the scope of the 
Administration’s plan so greatly widens 
demand for bureaucratic powers that this 
can lead to a change in our form of gov- 


seem. 
Utility Investors In U.S. 


> Investor-owned utilities 
in the United States are 
making every effort to coun- 
teract the threat of a Fed- 
eral grid. Most utilities in 
the country are already in- 
terconnected with their 
neighbors to obtain power 
during emergencies. We now 
have 364,000 miles of trans- 
mission line of 22,000 volts 
and over, compared with 
155,000 in 1930; and by 
1970 the figure is expected 
to reach nearly 500,000 
miles. (Russia is said to 
have only 62,000 miles car- 
rying 35,000 volts or more.) 
Also, maximum §transmis- 
sien voltages have climbed 
from 150,000 volts in 1913 
to 460,000 today, and ex- 
periments are progressing 
with 775,000 volts. Investor- 
owned utilities have an- 


compulsion to negotiate ernment. 


with the private compa- 
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spend over $7 billion in trans- 
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The Trend Toward Public Ownership in Canada 


Public power has made big strides recently in 
Canada. Premier Bennett of British Columbia ex- 
propriated British Columbia Electric, a $700 mil- 
lion utility combining electric, gas and transit oper- 
ations. Mr. Bennett promised stockholders of the 
holding company, B. C. Power, that they would get 
$38 a share in the liquidation of the holding com. 
pany, but thus far only about $23.50 has been made 
available and payment of the remaining $14.50 
seems quite indefinite. 


How It Was Done 


It now develops that the Province of British Col- 
umbia didn’t have to put up a nickel of public money 
to swing the deal. B. C. Electric itself conveniently 
sold enough bonds to provide the cash, which it 
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mission facilities between 
1960 and 1970—more than the amount now invested. 
>In reply, Secretary Udall has called for an 
overall plan to interconnect and pool the facilities 
of both public and private utilities, and has ex- 
pressed hopes that the ten-year program announced 
by the Edison Electric Institute would open the 
way for “cooperative planning”. He said: “Jt is 
timely that both public and private sectors of the 
power field are looking beyond mere interconnec- 
tion of lines and are considering the mutual ad- 
vantages of extra-high voltage transmissions 
The logical next step is a cooperative industry-gov- 
ernmental effort to plan for the full utilization of 
the present and future facilities of private industry, 
consumer-owned utilities and the Federal Govern- 
ment.” Obviously, Mr. Udall wants to join the game 
— but can the investor-owned utilities trust him 
not to run away with the ball? END 
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Market Awaiting Clarification 


The low point in stock prices recorded September 25 could hold, at least for a time, given 
absence of fresh foreign disturbances. Pending more light on Berlin, however, nothing bet- 
ter than a selective trading-range market seems likely over the near term. Emphasis on 
conservative equities has been rewarding under recent conditions and should continue to 


pay off. 


By A. T. MILLER 


_se retreat of the industrial list from the Sep- 
tember 7 high was extended through last Mon- 
day, when the average fell 9.71 points in what 
stands so far as a selling climax. There was a small 
“exploratory” rally Tuesday, a spurt of 7.93 points 
Wednesday, with subsequent narrow movement 
ending on an upbeat note near the week’s close. The 
current performance suggests further efforts to- 
ward a trading-range rally, if they are not snuffed 
out by worsening foreign news. 

The net change was a nominal net loss last week, 
following a fall of 14.73 points in the prior week. 
At last Monday’s close, the average was off 34.67 


MEASURING MARKET SUPPORT 


“THE MARKET IS A TUG-OF-WAR . . . CONSTANTLY SHIFTING SUPPLY & DEMAND 


PRODUCES THE FLUCTUATIONS” THE MAGAZINE OF WALL STREET 1909 
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points from the early September high. That is not 
a great deal in percentage—in fact, less than 5%— 
but it cancelled over two-thirds of the rise from the 
July 18 reaction low; and it put the average back to 
the level that had been reached on advance nearly 
six months ago around mid-April. 

Rails have been in less than a 4-point range for 
some six weeks. The average was down a fraction 
last week, up a fraction on the fortnight since our 
last previous analysis was written, thus showing 
considerably less sensitivity to foreign worries than 
the industrial list. The only reason why that can be 
so is the relatively less technical vulnerabilitv in 
rails than in industrials, since rails have 
lagged for months—also for years—for 
basic reasons inherent in railroading. 

On the other hand, funds seeking em- 
ployment are giving increasing pref- 
erence to utilities, despite their large 
prior advance; as well as to other issues 
classed as conservative—even though 
many of them have risen to levels 
which would not have been called “con- 
servative” in earlier times. In a quick 
rebound from last Monday’s dip, the 
utility average rose with increasing 
“zip” over the rest of last week, again 
attaining a new postwar high. Other 
groups performing well include banks, 
insurance, food stores, small-loan stocks 
and tobaccos. Among cyclical groups, 
only automobiles are outstanding at 
this time. 





Selling Pressure Light 


In over-all terms, the market adjust- 
ment has been due to shrinkage in de- 
mand, which has been continuing fairly 
steadily, for many weeks (see chart), 
while our measurement of supply has 
been steady for a considerable time, 
with no change over the last several 
weeks. A favorable spread was main- 
tained by a thin margin last week, in- 
creasing the chances for a rally. 

However, the “breadth” factors are 
not satisfactory up to this point. The 
largest recent trading volume was seen 
on last Monday’s price break. For some 
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thinking more about possi- 
jilities for getting out on 
rallies than about new buying. 

®& As compared with last Spring, the rampant 
speculation in relatively obscure issues on the 
\merican Stock Exchange—probably involving 
manipulation in more instances than have come to 
light—has largely quieted down. The same is true 
of the new-issue gambling in the over-counter mar- 
ket. There are -still instances of fast mark-ups, but 
they have become fewer and, on average, smaller. 
Thus, the “percentage” has changed. As a rule, it is 
now easier to get in at the new-offering prices, less 
easy to get out with a fast and fat profit. More issues 
than formerly fail to sell at premiums over offering 
prices, and more of these, and others, are promptly 
dropping to discounts from initial prices. 

& The sobering down over the counter and on the 
American Exchange, and the wide markdowns in 
many prominent “ex-glamour” stocks, have neces- 
sarily affected over-all speculative sentiment. With 
few exceptions, behavior of speculative, low-priced 
stocks on the Big Board is now inferior to that of 
the industrial average. 


Peace Or War? 


Opinion among the UN delegations is that the 
Berlin crisis will be resolved—or simmered down— 
in some kind of a compromise, whether formal or de 
facto, permitting maintenance of an uneasy peace. 
The basis for thinking so is that nuclear war would 
be too devastating for both sides. But the Commun- 
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ists will continue to push, probe, bluff, threaten and 
infiltrate wherever they see opportunity in the Free 
World. 

If this is “peace”, it is indeed uneasy—and it is a 
dangerous game in which miscalculation by Moscow 
could at any time put the fat in the fire. While eyes 
are on Berlin, there are serious threats elsewhere 
and others can develop at any time. Right now the 
Reds are stepping up their aggression against South 
Viet Nam and Laos, and aiming at overthrowing the 
pro-West regime in Iran. Where in Africa. Asia or 
Latin America is there assurance against Commun- 
ist threats? 

The Syrian revolt against Nasser, on the face of 
it, seems to represent a turn to the right by an his- 
torically old trading country, which is further sug- 
rested by the recognition accorded to it by Iran, 
Jordan, Turkey, Nationalist China and Guatemala. 
But it is too early to say definitely whether this is 
so. And if it is, it will be the first sien of a trend 
toward rightist influences in the Middle East by 
Russia’s neighbors, who, more than any other 
people, are fully aware of what Communistiec rule 
means and the world power ambitions of the Soviet 
Union. 

& At home, the outlook for business remains 
favorable, but there is increasine evidence that an 
inflationary boom is unlikely and that the biggest 
relative expansion will be in the public realm of 
Federal spending and (Please turn to page 108) 
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*HOW THE ECONOMIC POWER 
OF THE UNITED STATES WAS BUILT 
ON THE PROFIT MOTIVE 


By PAUL J. MAYNARD 


— What it means today in terms of industrial 
growth — jobs — and tax revenue for the Government 


HE Administration’s request that the steel com- 
panies absorb the October Ist increase in steel 
wages, without increasing prices again illustrates 
the tendency of so-called “liberal’’ politicians to 
think in terms of innovation and ignore the realities 
of the market place. 
As a glance at the table herewith clearly shows, 
a healthy trend of corporate profits is a vital factor 
in our economy, particularly as far as labor is con- 
cerned. whose income since 1950 has practically been 
doubled. Note too the size of the tax-take and the 
earnings decline, and you will understand why, with 
potentially heavier taxes to absorb, business men 
are asking how long substantial increases in wages 
can also be borne without either higher prices or 
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a serious shrinkage of profits. 

m As far as the Government is concerned, as we 
all know, corporate profits provide a substantial por- 
tion of the Federal Government’s revenues. 

> Furthermore, corporate profits provide vital 
incentives to produce, as well as the means for fi- 
nancing the vast amount of expenditures required 
for research, and for the new and more efficient 
plant and equipment needed to make jobs and to 
keep us ahead in the economic and scientific race 
with the Communists. 

> Unless the profit incentive is preserved and 
strengthened, this driving force will lose its effec- 
tiveness. All elements of our economy would be 
harmed if this takes place. Corporate profits are 
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more than pleasant luxuries; they are 
absolutely vital to the effective func- 
tioning of our economy. There is no 
such thing as profitless prosperity. 


Corporate Profits and Government Income 


The Federal Government actually 
has, in effect, about a 50% partnership 
interest in the profits of all of the 
nation’s business concerns. Thus, 
when corporate profits before taxes 
declined from $43.2 billion in 1957 to 
$37.4 billion in 1958, the Government’s 
share of such profits shrank from 
$20.9 billion to $18.6 billion. 

Between 25% and 30% of the 
Federal Government’s total re- 
ceipts have been contributed by cor- 
porations through their income tax 
payments during recent years. In 
view of the sharply rising trend of 
Federal expenditures under both 
the domestic and foreign spending 
programs of the Kennedy Adminis- 
tration, it should be in the Adminis- 
tration’s interest to bend every ef- 
fort to strengthen corporate profits 
rather than to reduce them. 

With higher corporate profits, it 
may be possible to finance enlarged 
Government spending plans under 

present tax rates. Without increased corporate 
profits, tax rates would eventually have to be raised. 

A study of the relevant statistics shows that cor- 
porate profits after taxes have not moved up sub- 
stantially during the postwar period. Profits after 
taxes in 1959, the peak year, were only 16° higher 
than in 1948, while the nation’s total output of goods 
and services was 86% higher. Incidentally, common 
stock prices were four times as high in 1959 as in 
1948. The total of corporate profits after taxes for 
the years 1959 and 1960 was actually slightly less 
than for the years 1956 and 1957. These figures 


ly affect the nation’s general business conditions. 
Minor Influence of Profits on Prices 


Certainly the facts do not warrant the conclusion 
that higher corporate profits, arising from higher 
prices, have been a significant contributing factor to 
inflation. Closer to the facts would seem to be the 
statement of the Chairman of the Board of the 
United States Steel Corporation in responding to 
President Kennedy’s letter that—“the causes of 
inflation—in a highly competitive economy with am- 
ple industrial capacity such as ours—are clearly as- 
sociated with the fiscal, monetary, labor and other 
policies of Government.” In other words, ever-larger 
Government spending programs, coupled with in- 
creased demands of labor with little resistance to 
such demands, are the fundamental factors con- 
tributing to inflationary trends in the country. 

Since corporate profits are subject to the double 
squeeze of ever-increasing wage costs and higher 
taxes, available relief must be found in the form 
of higher prices. It has been pointed out that whil 
price policies can be debated in the short run, in 
the long run all cost increases must be met. 


Income Taxes Beginning Too Reduce Incentive 


With respect to taxes, it is now apparent that we 
are near the point of diminishing returns. With the 
Federal Government now taking about half of cor- 
porate earnings any further increase in the cor- 
porate tax rate would obviously reduce incentives, 
since the Government would be entitled to the 
major portion of any gains. The situation in respect 
to individual income taxes is even more acute since 
progressive step-ups in individual brackets now run 
as high as 95°. These high rates already are killing 
off incentives to work and produce more. In the 
words of Senator Harry F. Byrd of Virginia, “I do 
not see how Federal tax rates can be increased sub- 
stantially. The point of diminishing returns has al- 
ready been reached in some areas.” 

tecognition of the need for business incentives 
was apparent in the provisions of the recently pro- 
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expand the construction expenditures of business. 

The Kennedy Administration has expressed the 
hope that, as business recovers, present tax rates 
will produce sufficiently higher revenue yields to 
meet next year’s budgetary needs. This is hedged, 
however, by the proviso “barring any substantial 
increases in defense spending.” Since the present 
state of world affairs suggest that there will be a 
need for higher military outlays, unless disarma- 
ment becomes a fact, it would seem likely that more 
tax revenues will be requested in January. 


General Tax Overhaul Urgent 


Since the present tax bite on corporate profits is 
admittedly close if not already at, the point of di- 
minishing returns, it has been suggested that a 
thorough-going tax reform program is long overdue. 
Among the soundest and most constructive sugges- 
tions are the adoption of a 
general sales or excise tax 
and gradual reduction and re- 
formation of current high in- | 
dividual and corporate tax 


Annual Rates 
| Billions of Dollars 





; CORPORATE PROFITS AND TAXES 


Dept. of Commerce Estimates, Adjusted for Seasonal Variation 





and (2) such wide differences between the various 
steel producing companies that industry averages 
fail to reveal that some companies might be suffi- 
ciently strong and efficient to absorb higher costs, 
while others less fortunately situated could suffei 
severe hardship if denied the right to raise prices. 

& The steel industry is characterized by wide 
cyclical swings in operating rates and in profits. In 
order to earn a satisfactory average margin of 
profit to attract the new capital needed for its con- 
tinued growth, the industry must show sufficiently 
large earnings in good years to offset the low profit: 
of recession years. 

It would be rendering no service to either the 
Government, the public, the stockholders or em. 
plovees of the steel companies to keep the earning: 
of this group of companies at an unsatisfactory low 

rate over an extended period 
Sa 7 of time. The same thing 
might also be said about the 
level of corporate profits gen- 


ew erally. Profit starvation of 





bracket rates. The Unite. 
States raises only 14% of its | 
revenues from special excise 
taxes while the Soviet Union 
gets about 85% of its rev- 
enues from turnover taxation, 
and Sweden, Norway and 
Denmark get between 50% 
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Profits Before Taxes 


MS 


this sort would inevitably re- 
sult in reduced expenditures 
for new plant and equipment. 
a reduction in the number of 
workers employed and lowe: 
tax yields to the Govern- 
ment. 
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and 75% from sales and ex- 
cise taxes and customers’ 
duties. 
The United States is the | 4, 
only major nation concentrat- 
ing its taxation on employ- 
ment and production. Modifi- 
cations in tax brackets have 20 
been incorporated in the pro- 
posed Herlong- Baker Bill. 
The chief objective of sug- 
gestions for greater use of | 
turnover taxes and the reduc- | 
tion in the steep progressive | 
tax rates is to bolster incen- | 
tives to work and production, 
to spur economic growth and | 
thus to enable our economy 
to sustain the heavier overall tax burdens with 
which we are faced. Given the proper tax incentives, 
the base of corporate earning’s can be expanded suffi- 
ciently to yield higher dollar amounts of tax rev- 
enues and still have increased profits after taxes. 
Unrealistic to Expect Easy Absorption of Wage Hikes 
The problem of the inroads of higher wage rates 
on corporate profits has been highlighted during the 
past month by the publicity given President Ken- 
nedy’s unusual letter to the heads of the maior steel 
companies asking them to absorb the October 1 
wage increases without raising prices and by the 
answering letters of the steel company executives. 
> In the case of the steel companies, two impor- 
tant points concerning the ability of the industry to 
absorb further wage increases were: (1) the fact 
that the steel producers already have absorbed two 
substantial increases in labor costs in the 21 months 
since they signed their present union contract un- 
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This Fellacious Reasoning 
Would Produce Monopolies 


With respect to the wide 
differences amone companies 
| the Chairman of United States 

Steel Corporation in his letter 
| to President Kennedy pointec 
out how misleading industry 
| averages can be. He _ illus- 
| trated this by stating that in 
1960 among the thirty largest 




















Profits After Taxes 








steel companies the profit rate 
as a_ percentage of sales 
ranged from plus 9.3% to a 
loss of 5.2%. If, as a result of 
being made to absorb higher 
labor costs, some of the 
smaller, less profitable companies were forced to 
suffer losses which they could not afford to sustain 
indefinitely, they might be forced out of business. 
This would result in the steel business being concen- 
trated in fewer and larger companies. Such a result 
could hardly be what the price controllers have in 
mind when they try to prevent price advances. 











1960 1962 


Veiled Threat Behind Kennedy's Request 


Because of the competition among both domesti: 
and foreign steel producers and because of competi- 
tion from other materials such as aluminum, glass 
and plastics, it is doubtful whether steel companies 
in this country would want to increase their prices 
materially to offset the estimated $200 million rise 
in employment costs taking effect October 1, 1961. 
Actually the aluminum producers recently an- 
nounced a 2¢ per pound reduction in the price of 
aluminum, saying the action was “forced by foreign 


der considerable pressure from the White House, 
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competition, both Canadian and 
European.” Price increases would 
only be resorted to if manage- 
ment of the steel companies be- 
lieved such action were necessary 
to preserve their earning power. 
However, the President’s threat 
of rigid price controls if the steel 


10% 


companies did not comply with 8% 

his request was properly resent- 

ed by them. This is particularly 6% 

0 in view of the failure of the . Losses 
\dministration to apply pressure 

or restraint on labor unions 41% farce 
eeking higher wage rates and 1932 
increased fringe benefits. 2% 


The President vaguely implies 
iat if the steel companies do not 0 
ise their prices, next year it 
ould then be the turn of labor 
-presentatives to “limit demands 
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CORPORATE EARNINGS AS PER CENT OF NATIONAL INCOME 


Percentage of National Income Earned By Corporations * 





* Both national and corporate income are after income taxes. 
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(quarterly, seasonally adjusted) 
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a level consistant with con- 
nued price stability.’”’ However, 
1e Administration’s record is not very encouraging 

this respect. Even the friendly New York Times 
ates editorially, “Unfortunately there is still scant 
vidence that the Administration intends to be as 
‘ern in its definition of what is inflationary when it 
comes to wages as when price rises are under dis- 
cussion.” It is likely that next year the union leaders 
will ask for higher wages on the ground that their 
demands are not inconsistent with price stability. 


Where Was Government's Plea for Moderation 
During Auto Wage Talks? 


The recent wage settlements which American 
\lotors and General Motors made with the United 
\utomobile Workers Union call for substantial in- 
creases in wages to members of that union. How- 
ever, during the negotiations between management 
and labor, nothing was heard from Secretary of 
Labor Goldberg asking the labor leaders to show 
restraint in their requests for increased benefits. 
In fact, Government economists are now blithely 
stating that the automobile manufacturers will be 
able to grant the increases in pay called for under 
the new labor contracts without increasing automo- 
bile prices. Here, again, corporate profits are to ab- 
sorb the higher labor costs. It is possible, of course, 
that in the early stages of business recovery from a 
recession increased volume and better utilization of 
plant and equipment will make possible gains in 
earnings. However, once the gains resulting from 
increased volume have been realized, the full effect 
of the higher operating expenses will become ap- 
parent. In other words it is impossible over any ex- 
‘ended period of time to hike wage levels without 
eventually increasing prices. To attempt to do this 
would be to do harm to practically every segment of 
our economy. 


The Dangers In Price Controls — Will We Never Learn? 


The application of price controls as a means of 
combatting inflation can be likened to applying ice 
to a thermometer in order to hold down the heat. 
Prices generally are a result rather than a cause of 
inflation. The fundamental cause is deficit financing 
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and the issuance of more money and credit than car. 
be matched by the production of wanted and useful 
goods and services. In recent years we have seen 
government after government adopt inflationary fis- 
val and labor policies and then resort to price controls, 
foreign exchange and other types of controls in or- 
der to avoid the natural consequences of their in- 
flationary policies. The never-failing result is the 
development of black markets and unworkable re- 
strictions stifling every segment of the economy. 
Our own experience with agricultural price controls 
has already been sufficient to prove conclusively that 
the control of the price of a single commodity leads 
to the need for controls over others until finally 
everything is enmeshed in a snarled tangle of gov- 
ernmental price fixing which can only be defined 
succinctly as a mess. Do we want our whole economy 
to fall into the same pit of unsound and uneconomic 
confusion as has our regulated agriculture? 


Bureaucratically Administered Controls vs. Natural 
Discipline of the Marketplace 


Despite the proven fallacies of price controls as 
an effective instrument of governmental economic 
policy, adherents of such controls remain unde- 
terred. Because of certain basic socialistic leanings 
which have their roots in a desire to substitute a 
planned economy for a free one, many of the pres- 
ent Admnistration’s economic advisors cormanue to 
believe that all types of controls—and eSpecially 
price controls—are needed to keep our economy on 
an even keel. These people fail to see the practical 
side of the problem. Human nature is such that no 
price-control system can match in effectiveness the 
discipline of the marketplace. 


In Sum 

The blind spot of this group lies in an inability to 
evaluate corporate profits properly as an essential 
incentive factor in our free enterprise system. Nor 
does this group appear to comprehend that corporate 
profits are not inexhaustible. The truth of the mat- 
ter is that corporate profits have been subjected to 
heavy pressure in recent years both from continual- 
ly higher taxes and ever- (Please turn to page 101) 
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WELL CONCEIVED Vs. UNJUSTIFIED 
STOCK SPLITS 


—A professional look at recent and anticipated splits 
By ROBERT B. SHAW 


ECAUSE stock dividends and stock splits tend 

to increase during rising and active stock mar- 
kets, and because, despite setbacks, we still seem 
to be in a bull market, a current review of the 
question of the significance of stock dividends and 
splits appears to be in order at the moment. 

This subject is one of never-ending interest to 
investors, even though in many instances the splits 
seem to be merely cutting the same loaf of bread 
into a larger number of necessarily thinner slices. 
So many superstitions, so many old wive’s tales have 
evolved over the years on this subject, that it has 
become increasingly difficult to separate fact from 
fancy in considering its implications. 

In spite of the dust which has been kicked up, 
however, there are several rules or concepts with 
respect to the significance and market effect of stock 
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dividends and splits which have come to be gen- 
erally accepted. Among these are the following: 
> To be thoroughly justified, a split must be 
soundly based on continuing growth in earnings and 
surplus which will provide ample support for the 
increased shares. 
® Perhaps in the position of a corollary to this 
is the requirement that the split be accompanied 
by an increase in the total amount of cash divi- 
dends paid to stockholders. ® Failure to provide 
for a higher cash dividend may imply that the 
Company’s growth rate is insufficient to support a 
larger payment to shareholders. In several cases 
where the stock dividend has not been accompanied 
by a rise in the total cash paid to shareholders. the 
price of the stock has actual y declined in the months 
following the solit. 
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Split Date — 

Ratio Announced Effective 
American Home Products ..... 3-1 July 27 Oct. 6 
American Hospital Supply ... 3-1 Jan. 26 May 19 
American Machine & Fdry. .. 2-1 Feb. 27 May 15 
California Packing ................ 2-1 June 1 Sept 15 
Commercial Credit ................ 2-1 Jan. 26 May 1 
Commonwealth Edison ........ 2-1 Sept. 6 Nov. 1 
ES eee 2-1 Mar. 15 May 19 
Emerson Electric .................... 2-1 Sept. 6 2/2/1962 
ES GERESES ES EEREACE re a 3-1 Sept. 21 Dec. 
a a Dec. 9/60 Feb. 17 
Peoples Gas Light & Coke ... 2-1 Aug. 4 Nov. 17 
Philadelphia Electric ............. 2-1 Jan. 23 May 10 
Procter & Gamble ............. . 2-1 Jan. 10 Apr. 7 
CE Sn . 23 Jan. 25 May 11 
Reynolds (R. J.) Tobacco ...... 2-1 July 13 Oct. 6 
IO 2-1 Apr. 20 June 1 
A jeivnissininnts, an Apr. 25 Aug. 10 
Zenith Radio ................. casei. aaa Aug. 11 Mev. 20 








Split Date 
Ratio Announced Effective 
Aro Equipment ....... sical eeeies June 21 Seot 1 
Fairmount Foods ................... 2-1 May 15 July 14 
Lone Star Gas ......... padidlan ae Oct. 20/60 Feb. 20 
Maine Public Service ............13-10 May 9? July 14 
Spencer Shoe ..... ran aoe 5-4 Aug. 21 Sept. 29 
July 15 


Swank Inc. ............. ae, Mar. 27 


1__Adjusted for split under discussion. 
2—Year ended May 31, 1961. 





Recently Proposed or Approved Splits of Stocks in Normal Price Range 


Splits of Lower Priced Stocks 


Price 
Increase Company 
Price From Earnings 
Before Date of Per | 
Announce- Announce- Share Estimated | 
Recent ment ment 1959 1960 1961 

256 218 17% $6.05 $6.28 $6.45 | 
26 23! 13 52 53 60 | 
42 50! 16 1.28 1.53 1.70 | 
28 251 12 1.48 1.53 1.60 | 
52 38! 36 2.74 2.83 2.90 | 

92 93 3.67 3.87 4.00 

54 441 22 1.52 1.75 1.80 
78 83 6 2.26 2.74 3.15 | 
127 119 6 3.34 3.98 4.25 ~ | 
60 451 25 2.14 2.36 2.53° | 
92 89 3 3.61 2.39 3.25 | 
32 261 23 1.45 1.42 1.55 | 

93 66! 40 1.98 2.36 2.55 

72 46° 56 2.10 2.16 2.50 

143 130 10 4.45 5.21 6.00 

39 53! 26 3.48 3.56 2.75 

52 50! 4 2.93 3.17 3.50 

181 154 17 5.63 5.11 5.25 

Price 
Increase Company 
Price From Earnings 
Before Date of Per 

Anrounce- Announce- Share Estimated 
Recent ment ment 1959 1960 1961 
22 201 10% $1.37 $1.35 $1.60 | 
32 241 33 1.22 1.39 1.45 | 

25 221 13 1.20 1.28 1.25 

20 23! 8 1.14 1.13 1.15 

21 271 22 42 86 93 

9 51 80 62 76 75 











e Stock dividends or splits by themselves cannot 
be counted upon to produce lasting price gains for 
widely held stocks on national markets. Nor do stock 
dividends per se achieve the purposes of avoiding 
double taxation on dividends. 

> The factor of marketability—There is con- 
siderable evidence to support the conclusion that 
investors generally favor lower priced to higher 
priced stocks. They prefer to buy in round lots, or 
at least in tens, and therefore demand for a stock is 
literally increased by cutting its price to the 30’s 
or 40’s, even though common sense indicates that 
no essential change in the Company’s fortunes, or 
in the basic worth of the stock has occurred. 


Altogether . . . 


Regardless of the facts in the case, the over-all 
implications of stock dividends or splits are deemed 
favorable by most investors. Thus the first market 
reaction to a rumor or an announcement of a pro- 
posed stock dividend or split for the shares of a 
riven company is usually sufficiently bullish to push 
the price of the stock up several points. It is with 
this in mind that stoekholders often will be found 


OCTOBER 7, 1961 


urging the management of their company to split 
the shares at the earliest possible moment, even 
though the basic facts in the case may not justify 
such action. However, all that glitters is not gold. It 
is necessary for the investor to use discernment in 
appraising the relative merits or long-range market 
gains which may be expected to be realized from 
different stock splits. 


The Case For Stock Splits 


The pressure on management to take the dramatic 
action of splitting the Company’s stock or declaring 
a sizable stock dividend is particularly strong dur- 
ing rapidly rising security markets. Thus in the past 
few years the number of splits has increased 
sharply. 

> Where these are justified by increased earnings 
and earnings prospects, and by the ability of the 
Company to pay larger cash dividends, grounds for 
opposing the move are difficult to find. 

> However, in those instances where the split has 
had little or no justification in increased earnings 
and earnings potential, the prospects are that the 
long-run market effects of the split may prove to be 
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unfavorable rather than favorable. 

& In addition to the aforementioned points, some 
other sound arguments for stock splits can be cited. 
From management’s point of view it should spread 
ownership even thinner, reducing the likelihood of 
any combinations that would threaten existing con- 
trol. Again, the wider distribution is a form of ad- 
vertising, which may be valuable to companies sup- 
plying consumer goods and services. For example, 
the widespread distribution of General Motors stock 
may conceivably encourage holders to buy the com- 
pany’s products. And isn’t it probable that some 
motorists, at least, turn in at the sign of the Flying 
ted Horse because of an investment acquaintance 
with Socony Mobil? 

To be sure, IBM manages to prosper despite its 
stock price of around 500 (although it has required 
many splits to keep it out of the stratosphere), and 
a comparable market valuation has not hurt Rohm 
& Haas. But neither of these companies sells direct 
to the consuming public at large. It’s a fair bet that 
if Superior Oil (price about 1200) were a marketer 
instead of merely a crude producer, its stock would 
be split down into a popular range. 


Implied Promise in a Split 


But truly justified stock splits should have a fur- 
ther meaning. They represent a kind of implicit 
declaration by management that recent progress 
will continue, that even greater prosperity is in 
sight. It is this suggestion, rather than the mere 
physical doubling of shares outstanding and attend- 
ant publicity, that explains the abrupt advance in 
many stocks when a split is announced. 


Splits of Dubious Merit 


Since investors are much more interested in 
future events than in history, the discussion of com- 
panies that have recently effected (or announced) 
splits will be abbreviated. Essential details are shown 
in one of the tables accompanying this article; the 
19 companies covered are, of course, merely repre- 
sentative. The average price at which these com- 
panies initiated splits was 103, about two thirds of 
them going 2-for-1 and one third 3-for-1. 

& Just a brief glance at a few splits that are 
hardly justified by the criteria given above may be 
instructive. Aro Equipment, an automobile and avia- 
tion accessory manufacturer, did enjoy a sharp mar- 
ket rise this year but has been unable to lift its net 
per share since 1954 and may be in a pickle if its 
recent 3-for-2 split when it reached 40 is not sup- 
ported by a substantial earnings improvement. Fair- 
mount Foods, splitting 2-for-1 at 48, has been un- 
able to grow very much prior to its merger with 
Abbotts Dairies last year, and also seems to have 
jumped the gun in the stock-split race. In the case of 
Spencer Shoe, which has grown very rapidly in the 
last few years, the recent 5-for-4 split was more 
in the nature of a stock dividend, designed to con- 
serve cash for further expansion. 

& Although Lone Star Gas is a sound transmis- 
sion system, far above suspicion of any manipula- 
tion, its 2-for-1 splif when it was selling for only 44 
could cause raised eyebrows. An outside observer 
similarly wonders at the validity of a 13-for-10 
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split, in July, by Maine Public Service; the com- 
pany’s last previous split, in 1955, was at a price of 
only 30. 

& The operations of Swank, Inc. (unlisted), a 
prospering manufacturer of men’s jewelry, were 
more mystifying. Although the last, 10-for-1 split 
in 1955 did not yet seem fully absorbed, the stock 
was split again, 2-for-1, when it was barely in ex- 
cess of 10. 

These remarks should not suggest that there is 
anything improper in splits at very low prices; each 
management is entitled to determine for itself the 
trading range it prefers. Just the same, excessive 
fragmentation sometimes gives an impression of 
shabbiness rather than of success. Further, splits 
of this character may make it more difficult to with- 
stand subsequent adversity—as corhpanies like 
Fruehauf Trailer and Rayonier have reason to know. 


Anticipating Soundly Conceived Splits 


The anticipation of forthcoming splits by anyone 
without membership among the directors must be 
largely a matter of surmise, but this can be rein- 
forced by some knowledge of the company’s history 
and stockholder attitudes, the example of other com- 
panies and the spirit of the times (for splits, to 
some degree, occur in “epidemics’’). 

> One reasonably indicated split that would at- 
tract extremely widespread attention would be that 
of Ford Motors. Aside from a reclassification when 
it first went public, in 1956, Ford has never had a 
split, but the importance of popular appeal in the 
automotive market suggests that the widest possible 
distribution of ownership would be a definite busi- 
ness asset. The Ford management had to endure 
the humiliation, after its widely publicized and his- 
torically largest secondary offering, of seeing the 
market price holding well below the offering for 
many long months. A 2-for-1 split at this point would 
be fully justified and should afford the management 
considerable satisfaction. 

In the fiercely contested battle for automotive 
leadership Ford has recently been able to lift its share 
of total domestic factory sales from 26% to;31%, 
a very creditable achievement, and it also odcupies 
a strong position in the compact race. Although this 
year’s earnings are likely to drop a littlefrom last 
year’s $7.79 a share, reasonably good luck next year 
should allow an advance into the $8.50 to $9 range. 
Accordingly, some increase in the $3 dividend is a 
pretty good probability and a split should occasion 
no surprise. 

®& Another company that could take particular 
satisfaction in a split is Singer Manufacturing. Only 
a few years ago Singer faced severe difficulties and 
seemed to have lost its momentum. A 5-for-1 split 
in 1951 at a price in excess of 300 was fully justi- 
fied, but thereafter no price advance was made up 
to 1958, while earnings showed a deteriorating tend- 
ency. To be sure, its problems arose chiefly from 
conditions beyond its control, but the company was 
apparently slow in adjusting to the radically 
changed post-war environment. 

Aggressive corrective action was initiated in 
1958, when 43-year old Donald Kircher was elevated 
to the presidency. The foreign competition bugaboo 
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Candidates For Stock Splits 
1960 

Recent Earnings Indic. Price- Previously Split 
Price Per 1961 Div. Earnings Old 

Share Div. Yield Ratio Date Price | 
a Fe a 88 $3.35 $2.00 2.2% 26.2 Dec. 1958 107 
EE RT aA A 95 4.56 2.80 2.9 20.0 May 1960 110 
I ii issiscscssindcsinoivimenianian aoune 19 3.71 2.00 1.6 32.0 Nov. 1954 2 
C.L.T. Financial ............ ‘ ‘ san ; 87 4.67 2.80 3.2 18.6 Jan. 1953 74 
FMC Corp. ....... sinciinintissiiss — 76 2.98 1.40 1.8 25.5 Nov 1958 79 
Ford Motor . SEED 101 7.79 3.30 3.2 13.0 Jan. 1956 2 
General Amer. Transport ........ vials ; 85 3.44 2.25 2.6 24.7 Jan. 1959 117 
General Tire & Rubber aussi Eo 75 4.07 1.00 1.3 18.4 Sept. 1957 98 
I I scsi cieascinnnahosaisninnsibeaniencaiiialanibian 102 2.99 1.30 1.2 34.1 Apr. 1956 152 
Hershey Chocolate Fae ee STR 179 7.69 4.00 2.2 23.2 Sept. 1947 116 
Liggett & Myers Tobacco .... ome . 94 6.96 5.00 5.3 13.5 Jon. 1924 240 
Minneapolis Honeywell Reg. ....... 14.5 3.74 2.00 1.3 38.7 Apr. 1955 120 

National Biscuit ........ aia einiaiieas ; 76 4.10 2.80 3.6 18.5 Mor. 1930 225 | 

i  ccaehehimanincanaisbiline ‘ 92 4.10 2.50 2.7 22.4 Sept. 1955 131 

NETS as errr 87 4.14 2.80 3.2 21.0 July 1946 74 | 
Philip Morris ................ 103 5.44 3.60 3.4 18.9 July 1945 117 
Sy CD ciicncteotiicicvicscniosiicie ; 116 3.40 2.20 1.9 34.1 Sept. 1954 101 
RI CI TEI itiitinsinsssisinniininsncdennitcietsetnninmneneuniiitideeaennein 103 4.44 2.60 2.5 23.2 Febr. 1951 319 
I TI eccicerincinnoncccrenense 104 3.12 2.08 2.0 33.3 Oct 1955 79 
125 5.21 4.50 3.6 23.9 Dec 1923 127 


Wrigley (Wm.) Jr., Co. 


122% stock. 


; >No previous split since public offering. 




















as been partly overcome by “joining them.” One 
tangible sign of the new spirit at Singer is the ex- 
sanded, modernized corporate reports. Sales were 
pushed back to a new record level of $525 million 
ast year and earnings, if not profit margins, have 
een restored. The company is, in fact, a member 
of that small, happy minority which has enjoyed a 
substantial improvement in the first half of the pres- 
ent year. These events have given investors new 
confidence in the company and the current price 
should fully justify a split. It should not be neces- 
sary, as under the former regime, to await a price 
of 300 or higher before expecting this step. 


Food Companies Reach Split Territory 


Although sharp movements and exciting develop- 
ments in the financial arena are more characteristic 
of manufacturing companies, especially in the 
chemical and scientific areas, many food companies 
enjoy steady, inconspicuous progress that justifies 
splits at somewhat regular intervals. Examples of 
recent splits of this description are Corn Products 
Refining and Borden’s. 

> Certain other food company splits, however, 
would really make news. National Biscuit has not 
been split since 1930. and while the company man- 
aged to get through the depression without a loss 
or omitted dividend, its subsequent price and earn- 
ings progress—until very recently—has been negli- 
gible. Since 1955, however, net income has exhibited 
a steady recovery, and with an advance in earnings 
per share to $4.10 last year from $3.57 in 1959 
National was a member of the select group which 
entirely resisted recession in 1960-61. Current year 
earnings should at least hold steady. The biscuit 
baker should benefit from the leisure time trend and 
the tendency of TV viewers to munch snacks as 
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they stare at the screen in fascination. National, 
which some years ago acquired the famous Shredded 
Wheat, is also likely to move further down the 
diversification trail; acquisition of Cream of Wheat 
is currently awaiting stockholder approval. Although 
the current price in the mid 70’s is only on the 
margin of split territory, a food company emphasiz- 
ing its own brands should not neglect any oppor- 
tunity of making its name more familiar to the 
public at large. National’s principal competitor, 
Sunshine Biscuits (which last split in 1946) would 
also be a logical split candidate at its present price 
around 115. 
® As the public record of Campbell Soup does not 
back beyond its initial outside distribution— 
rivaling the Ford secondary in public interest—in 
1954, there is no precedent of a previous split, but 
here again the widest possible distribution should 
have definite advertising value. Consequently, an- 
nouncement of a division of the existing shares at 
any time should occasion no surprise. Initially offered 
at 391, the stock of this “stable” type of company 
has tripled in market value, while earnings have in- 
creased steadily to $3.95 in the fiscal year just 
ended. Undoubtedly the quality leader in the soup 
line, Campbell has also expanded its operations by 
carefully planned acquisitions, the most recent being 
Pepperidge Farm bread. Curiously, Campbell is also 
the third largest can manufacturer in the United 
States. 

It must be recognized, however, that much of 
Campbell’s impressive market gain reflects, not 
bigger earnings, but a higher appraisal of earnings. 
Thus, the price/earnings multiple has advanced 
from a modest 15 times, when the stock was new 
and unfamiliar in 1955, to 30 times at present. 
While the outlook is (Please turn to page 101) 
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The former imperial palace in Vienna 
is scene of annual meeting of financial] 
experts of the non-Communist world. 
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The Money Managers’ Meeting in Vienna 
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SHIFT OF MONETARY POWER 
From U.S.A. to Western Europe Bloc 


By JACK BAME 


> IMF Conference marked by clash of opposing view- 
points on dangers in inadequate or excessive inter- 
national liquidity 

® Views expressed by the 4 monetary leaders . . . 
Sir Roy Harrod of Britain — Professor Robert Triffin of 
U.S.A. — Jacques Rueff of France — and Dr. M. W. 
Holtrop of Holland . . . with concise descriptions of 
their individual plans . . . and proposals by heads of 
Central Banks 

Bm Where France takes the lead in expounding the 
handling of loans — stressing exercising of collective 
judgment by lending countries in defining merit and 
so-called emergencies 

& Where $2 billion loan to Britain depleted lending re- 
sources of the Fund — necessity for new arrangements 
under possible new dollar problems — the Jacobsson- 
Dillon position on the United States. 

> Underdeveloped countries’ serious financial, admin- 
istrative and trade problems — danger of falling com- 
modity prices 

& What accomplishments by the IMF in Vienna. 
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HE annual conference of the International Mone- 
tary Fund, International Bank for Reconstruc- 
tion and Development and several other international 
financial agencies, has just come to a close. The meet- 
ing was held this year in the Hofburg Palace in 
Vienna, a symbol of the glories of the past, which 
posed silent but nevertheless relentless questions to 
the delegates of 73 countries of the non-Soviet 
world .../s the present structure of international 
finance built upon a worn and out-dated mechan- 
ism? ... If not, what revisions are necesary to 
make the existing set-up work better and more ef- 
fectively? ... Or, is the fault not with the system 
itself, but with the actions of some individual 
countries (mainly the U.S. and U.K.) themselves, 
and their unwillingness to take doses of the same 
medicine they have prescribed for others in the 
past? 
These are but a few of the problems confronting 
the world’s financial and monetary leaders convened 
in Vienna. The symptoms of malfunctioning were 
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a -epted without much contradiction—such as last 
O-tober’s run-away gold price in London . . . the 
rin on the dollar and the U.S. loss of gold .. . the 
speculation in German marks... and the upsetting 
of exchange markets after Bonn’s revaluation in 
March . . . the subsequent run on sterling . . . the 
constant large-scale and disquieting movements of 
short term capital from one money center to an- 
other ... and the recent mild rise of the gold price 
in London. 
But Few Areas of Agreement 

But the diagnoses of causes of the troubles and 
potential remedies for them showed remarkable 
differences of opinion. The monetary field, unfor- 
tunately, has again shown itself not to be an excep- 
tion to the characteristic lack of Western unity on 
important global problems. Views ranged from that 
of a dangerous lack of international liquidity, as 
seen by Sir Roy Harrod and Prof. Robert Triffin, 
to that concerned with the dangers of excessive in- 
ternational liquidity, according to the opinion of 
such men as Jacques Rueff, the architect of the last 
French monetary reform, and Dr. M. W. Holtrop, 
the head of the Netherlands Central Bank. 


> When it was evident that such widely respected 
authorities as these disagreed so violently, it be- 
came somewhat of a foregone conclusion (just be- 
fore the start of the meeting) that opposing view- 
points would be aired, that no radical changes would 
be instituted at the meeting and, at best, some sort 
of compromise would be accepted on new global bor- 
rowing plans. 

In this respect, the results of the assembly gave 
© one cause for surprise. But what was said and 
lone, the alignment of opposing viewpoints as to 
the methods for meeting now short term difficulties— 
the significance of such divergent opinions—and 
finally, the sins of omission, all make for interesting 
analyses. 


& The undeniable fact was that with the re- 
cent $2 billion credit facility made available to the 
U.K., 


the Fund’s resources were inadequate to 


ICTOBER 7, 


1961 


meet any major crisis of the dollar or sterling 
which might arise. 


The Scope of Considerations 


Long before this year’s gathering, many new 
plans for changes in the structure of the Monetary 
Fund and the world payments system were devised 
and diseussed. These programs (a number of which 
have been analyzed in previous issues of The Maga- 
zine of Wall Street by this writer) included: 
> The Triffin Plan, for effectively creating a world 

central bank and internationalizing currency re- 

serves. 

&> The Bernstein Plan, which would supplement 
present IMF resources by about $8 billion and 
create an automatic Reserve Settlement Account 
System under which a deficit country could tem- 
porarily borrow, through the IMF mechanism, a 
surplus country’s funds in the form of gold- 
guaranteed Fund notes. 

&> The Stamp Plan, which would authorize $3 bil- 
lion of new IMF certificates, to be used by under- 
developed nations, the latter then counting the 
certificates as part of their reserves. 

> The proposal by Professor Zolotas (Governor of 
the Central Bank of Greece) involving: 

(1) The widespread use of all major convertible 
currencies by reserve countries, to be used 
in the foreign exchange market. 

The provision of a gold guarantee for con- 

vertible currency balances held by foreign 

central banks. 

The creation of differential interest rates 

for domestically-held balances and those of 

foreign holders. 


(2) 


& The Jacques Rueff analysis of our present gold- 
exchange monetary system, which sees the seeds 
of collapse in the pyramiding of credit balances 
arising from the utilization of reserve currencies 
by other countries and an undue expansion of 
credit. 






73 













































Other proposals include: 
(1) A plan by Jean Monnet, a leading European 
integrationist, who envisions a super-Euro- 
pean central bank. 
The system of Professor Heilperin of Gen- 
eva, involving a semi-automatic gold stand- 
ard, the establishment of international ac- 
counts (and ultimately reserves) in gold, 
the elimination of all exchange restrictions, 
and a rise in the price of gold. 


(2) 


Effect of the Shift of Monetary Power 
from the U.S.A. to Western Europe 


With this plethora of new programs on hand and 
the many differences of opinion regarding what had 
to be done—and how—the background for the meet- 
ing was anything but conducive to any definite new 
program. In the first place, it should be noted that, 
although almost everyone did agree that something 
should be done, there was a lack of urgency in the 
fact that there was no immediate crisis that re- 
quired quick action. The British pound had just been 
bailed out and the exchange markets were relatively 
quiet. 

Net result—no urgency, no effective action. 
Second, there has been a marked shift on mone- 
tary power from the U.S. to Western Europe as 
a bloc, and it was now the turn of some of these 
countries—especially France—to start imposing 
“conditions” upon others, which they formerly 
had to accept in order to receive financial help. 


The Point of View of French Leadership 

It quickly became evident that there would be a 
running battle between two sharply defined points 
of view. The severity of the 1958 year-end French 
austerity program is still much in the minds of 
French financial leaders, esnecially the present Min- 
ister of Finance, Wilfrid Baumgartner. He was a 
leading spokesman at the meeting for the group 
espousing the view that future drawings of surplus- 
country hard currencies by others—namely the 
U.S. and Britain—with balance of payments 
troubles, should be subject to the approval of the 
lending or surplus country itself, on a case-to-case 
basis, or to the joint approval of a group of West 
European central banks. 

This was practically in direct opposition to the 
Anglo-Saxon plans for the setting-up of an auto- 
matic stand-by borrowing mechanism, within and 
not outside the general jurisdiction of the Monetary 
Fund. M. Baumgartner made this clear both in a 
speech before the Fund and in a special press con- 
ference, where he pulled no punches, demanding 
that potential borrowers be subject to strict dis- 
ciplines as to domestic fiscal and monetary poli- 
cies. He opposed the possibility of using the re- 
sources of his country and others to prolong the ex- 
istence of what could be a “fundamentally weak” 
payments position of the U.S. and/or the U.K. 


Dr. M. W. Holtrop, President of the Netherlands 
Central Bank, aligned himself, in general, with the 
French position. His speech, acclaimed as a brilliant 
analysis of the existing global exchange network, 
even by those who disagree with his point of view, 
pointed the finger at excess liquidity as one of the 
basic causes of world monetary troubles, as opposed 
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to the more often pronounced lack of liquidity. 
Holtrop, too, stressed the angle of “collective judg- 
ment” to be exercised on the part of lending coun- 
tries as to whether or not a so-called emergency 
situation actually merited new borrowing. This 
school of thought would effectively diminish the 
power of the management of the International 
Monetary Fund. 

Dr. Kamitz of Austria threw his weight behind 
this philosophy, which raised serious doubts as to 
the acceptability of any eventual revision in th= 
Monetary Fund structure by posing questions as t> 
limitations of loans, as to who has the final say on 
under what conditions a credit should be grantec, 
the time limit on specific loans, and as to the right 
of a country presently in surplus position (such a; 
France) to withdraw its credit facilities if and whe 
its own balance of payments situation deterioratec. 


> On the latter question, the Governor of th: 
Bank of Italy, Guido Carli, made it clear that an 
agreement would have to recognize the right of 
lending country to set aside funds for this purpose, 
if necessary. 


> Serving as a sort of a buffer between the oppos 
ing attitudes was Dr. Karl Blessing, head of th: 
West German Bundesbank. While he too stressec 
the need for potential borrowers to toe the line anc 
make required domestic economic and monetary ad 
justments, Blessing apparently supported a systen 
of definite commitments to the Fund on the part o 
lending countries, which, however, he believed shouk 
be “consulted.”” Borrowings would be available fo: 
the key currencies—the dollar and the pound sterling 
—but also for other purposes, if needed. 


> The British understandably remained in the 
background throughout the week’s discussions, as 
they only recently were the recipients of a $1.£ 
billion IMF credit, plus an additional $500 millior 
in stand-by form. These huge credits—in addition 
to another $1 billion disbursed to various nations in 
the past year—depleted the lending resources of the 
Fund to the point where some new arrangement of 
expansion of funds was made necessary, especially 
in the eventuality of a possible new round of 
troubles for the dollar. 
This possibility was really the number one sub- 
ject in the minds of those at the meeting. This 
was readily apparent in many of the discussions. 
»> Dr. Per Jacobsson, the Fund’s energetic Manag- 
ing Director, led the drive to gain acceptance for 
some form of workable resource-increasing arrange- 
ment, under the auspices and control of the Fund 
itself. He had not favored, in the past, any radical 
change in the IMF structure, such as Prof. Triffin 
has offered, but had leaned towards the general 
outlines of Bernstein’s proposals, working within the 
existing structure of the Fund. 

> Aligned with him in his activities was the US., 
represented by Douglas Dillon, Secretary of the 
Treasury, who worked very hard to put across the 
American point of view. Dr. Jacobsson, aware of the 
strong opposition of the French and others, intro- 
duced the so-called Jacobsson Plan. 


& This would involve: 1) individual countries ob- 
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taining the power to tend to the Fund, if they do 
not already possess it, from their own national legis- 
latures; and 2) the institution of a firm, new bor- 
rowing arrangement, involving the facility of avail- 
able stand-by credits. These were originally scaled 
to be based on the provision of about $2-$3 billion 
by Western European countries, $2 billion from the 
U.S. and $1 billion from the U.K. But the vehement 
opposition to the plan led to a scaling down of the 
total from $5-$6 billion to $4 billion of added re- 
sources. Any new commitments of such standby 
funds were proposed to take place under Article 7 
of the Fund, which allows for such borrowing of 
member currencies. But the conditions of the extra 
lending of such funds initially is, as France has 
made clear, up to the member country itself. 

For the most part. the Jacobsson-Dillon activities 
vere oriented towards compromise and accommoda- 
tion, in order to get any workable plan discussed in 
oncrete form, and with a chance of actually being 
nstituted in the near future. But no definite arrange- 
nent was evident as the meeting ended. /? 
ymewhat tronic that press reports of virtual agree- 
nent were issued as the meeting began, finally being 
‘onverted to reports of skepticism and wide areas 
if disagreement at the conclusion of the sessions. 


was 


Mr. Garner's Outspoken Criticism of the Incompetence 
and Lack of Honesty of the New “Poor” Lands 


As usual, the financial and trade problems of the 
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underdeveloped countries came to the forefront 
during the sessions. A noteworthy speech was made 
by Robert Garner, the retiring President of the In- 
ternational Finance Corporation, an affiliate ef the 
World Bank. He warned that many of the poorer 
countries perpetuated their plight by refusing to 
change their entrenched, but often archaic and 
feudalistic, social structures. 

Mr. Garner outspokenly criticized inefficient gov- 
ernmental direction and administration in such 
areas, the lack of adequate tax systems, and the 
reliance on foreign aid as a substitute for effec- 
tively organizing a country’s resources and remov- 
ing domestic developmental bottlenecks. He em- 
phasized private initiative, the private profit 
motive, and the fact that governmental aid cannot 
serve as a method of obtaining political advantage 
for the fund-supplying country. Garner said that 
large injections of capital into developing nations 
can do more harm than good if there is a lack of 
experience, competence, honesty and organization. 

& The President of the International Bank of 
Reconstruction and Development (World Bank), 
Eugene Black, criticized by some in the past for 
applying overly strict banking principles to loans, 
asked for an increase in longer-term, low-interest 
loans to underdeveloped countries. He noted the 
dangers of debt burdens in many such areas rising 
to excessive levels, a fact which itself might hinder 
further developmental (Please turn to page 102) 
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CONGRESS, tired and feeling partially frustrated 
after longest Session since 1954 — which ran for 
331 days — is now spending its “vacation” work- 
ing harder than ever at grass roots levels to as- 
certain real public thinking on the varied crises 
facing the nation. There will be virtually no over- 
seas junkets, although a few conscientious mem- 
bers will, very likely at their own expense, have 
first-hand looks at our Foreign Aid programs and 
European military preparations. Public hearings 
by Committees of both Houses will be at a mini- 





WASHINGTON SEES: 


American world prestige, admittedly sagging 
for many, many months, took a turn for the 
better immediately following President Kennedy’s 
September 25 address to the United Nations, even 
though first reactions among the so-called neu- 
tralists — all of them fearful of Khrushchev — 
were reserved or noncommittal. 

The address, reportedly the product of such 
figures as former President Dwight D. Eisen- 
hower, Secretary of State Dean Acheson and 
older heads in world affairs — no Whiz Kids of 
the New Frontier — has definitely given the 
United States the upper hand in the international 
body. 

We expect to have a tough, hard road ahead 
of us in excluding Red China from U. N., nor is 
it forecast that our nuclear test ban and disarma- 
ment proposals will have smooth sailing, but 
there is confidence that we have put Russia on 
the defensive to the point where she will be more 
open to reasonable negotiation on tense issues of 
the day. 

Already noted is some Red retreat on the Ber- 
lin issue, while defeat of Khrushchev’s proposals 
for a “troika” domination of U. N. is a surety 
that may be resolved even before this is off the 
press. 

In short, the United States now has a position 
of moral strength in world opinion that will not 
be easily shaken by “nuclear diplomacy.” 














BY “VERITAS” 


mum, but Committee professional staffs will wor 
intensely and behind the scenes, probing every 
facet of Government operations, both here ani 
abroad. It can be reliably reported that some of the 
older, more experienced national legislators, sensinz 
that the Chief Executive was confused by too muc’ 
varying advice, felt the Congress should not adjourn. 


ABSOLUTE trade embargo of Cuba is being quietly 
pressed on the Administration by Congressional 
and a few Diplomatic forces. Not generally known, 
U. S.-Cuban interchange of goods continues at 
rate of many millions of dollars each month. It is 
true that we have dried Mr. Castro’s American 
sugar market to the damage of his dollar position 
in world marts, but beyond sugar, imports of 
tobacco and other Cuban products continue at about 
pre-Castro levels. Our exports of machinery and 
motor vehicles have been sharply cut — not by any 
government action — but because Russia and her 
satellites have been partially able to fill the gap. 
Just why the Administration — which can move 
by simple Executive Order — does not act, is one 
of those mysteries that is puzzling to Congressional 
and Diplomatic circles. 


ELSEWHERE on the economic weapons front, evidence 
mounts that we have been — in the words of 
reliable Congressional sources — “Too lax in the 
matter of exports of critical materials to Lron Cur- 
tain countries and to uncommitted nations willing 
to resell their purchases to Russia and her satel- 
lites.”” The exported critical materials run the gamut 
from ball bearings to high-speed machine tools — 
all in short supply in the Red nations; all essential! 
to the build-up and maintenance of an effective war 
machine. Commerce Secretary Luther Hodges, is- 
suer of export licenses, is in agreement that there 
should be a tightening-up, but thus far has no! 
committed himself to an absolute clamp-down. Build 
ing pressures from many sides may resolve the issue, 
and at the same time bring lessening economic aid 
to Poland, Yugoslavia, India and others of the 
neutralist or “uncommitted” nations now seemingly 
cowed by Khrushchev’s rattling of nuclear rockets 
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Exclusive! Word now is that former President 


AS WE GO 
TO PRESS 


Stabilize corn, livestock and hog prices. 





wight D. Eisenhower expects to run for the 
nited States Senate in 1962, opposing 
neumbent Democrat Joseph S. Clark of 
hiladelphia. The source on this information 











Low market feed prices will encourage over- 
expansion of hog production, and heavy 
movement of feed grains from this year's 
crop into government storage under higher 


























‘S unimpeachable. There may be early denials 
ut "Ike" is very definitely back into 
olitics — and with a zest that disturbs 











price supports. Low market prices will cause 
farmers to put the maximum amount of grain 
under this year's increased price support 











ongresSional and Administration liberals. 


loan rates into storage, and buy cheaper 








‘lthough the former President will become 


corn to meet their needs. To a great extent, 





2 shortly before election day, he can put 

yn a vigorous campaign, attacking the 
‘spendthrift" record of his opponent. 
tuarded inguiries on his prospects find 
Pennsylvania Democrats and Republicans alike 
ieclaring, “Ike can win by near-landslide 
oroportions." 





























Liberals Privately Concede Aid For Classroom 
Construction and Teacher Pay Is Dead for “All Time.” 
They explain it this way: Two year extensions 
of National Defense Education and Federally 
"impacted" school areas, bar possibility 
of any action soon on the President's 
classroom-teacher aid program. In meanwhile, 
States and municipalities are making Such 
rapid strides in their construction programs 
that classroom shortages soon will be too 
minor to justify any assistance from 
Washington. 

















Administration’s Feed Grain Program Embarrassing- 
ly Close to a “Flop.” The $750 million subsidy 
to farmers to reduce corn acreage 18% and 
sorghum grain acreage by 30% from last year 
appears to be money "down the drain." 
Preliminary but not yet released Department 
of Agriculture figures indicate current 
year's production will be approximately 90% 
of last year's, meaning little grain will 
be withdrawn from surplus stocks, against a 
hoped-for withdrawal of around 75 million 
tons. It adds up to a problem of trying to 
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government will be trading its corn for 
new crop corn at a substantial loss. 








Cuban Government-in-Exile Has Slim Recognition 
Prospects. In fact, it is now doubted that such 
a government can be effectively organized — 
too many strife-torn factions. Even though 
President Prado of Peru has offered such a 
government sanctuary in his country — 
with strict stipulations as to unanimity 
among the widely divergent Cuban refugees — 
experts here do not see it materializing, 
explaining "it is not the Latin temperament 
to really get together on important issues," 
pointing out that in the case of the Cuban 
exiles there are no less than 20 different 
factions, each more or less antagonistic to 
the remainder. 








White House Adopts New Press Technique. The 
President's press conferences, which have 
become fewer, with all attempt at regularity 
abandoned, may be replaced by so-called off- 
the-record briefings of carefully selected 
White House correspondents friendly to JFK. 
Gimmick is to invite about 25 correspondents 
to a private home or lush hotel suite where, 
after suitable and delectable comestibles, 
they are treated to so-called background 
— with the strict proviso that sources are 
not to be quoted. This reporter, a "guest" 
at one of theSe swank and exclusive affairs, 
can truthfully assert the "briefing" was 
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nothing more nor less than a bald attempt 

to "brainwash" the Press in favor of the 

New Frontiers Administration. Happily, it 
can be reported that this opinion was 
unanimous with the Fourth Estaters present. 
Since the "briefing" — more correctly 
propaganda session — produced "nary" a line 
in the daily press of the next day, there 

is some doubt that the system will be further 
pursued. If so, the rather canny Washington 
Press Corps will merely accept hospitality 
and "forget" to write anything. In the 
meanwhile, it can be factually reported 
that White House Press relations continue 
to deteriorate under the guidance of White 
House Press Secretary Pierre Salinger. 


Atomic Energy Commission Has Perfected Nuclear 
Rocket Fuel Propellant. Such a fuel will be 
absolutely necessary to the "moon shot," but 
the roadblock is a material (metal or 
otherwise) that can resist the high tem- 
peratures generated — perhaps 20,000 
degrees F. at point of combustion. National 
Aeronautics and Space Administration is 
undaunted, feels the problem can be licked 
within four years; that maybe the "try" 
can be made by 1970, provided the nation can 
muster the industrial-scientific complex 
of no less than 120,000 persons and $30 
billion in plant and physical equipment that 
will be needed to send out a "pilot" capsule 
before a manned one can be available. A top 
NASA source puts the cost way above the 
President's original $10 billion estimate 
— "perhaps $60 billion." 


Sanity And Thrift In Foreign Aid Program 
Foreseen In Washington. President Kennedy's 
selection of Fowler Hamilton, New York 
attorney, to head newly created Agency 
for International Development (AID) 
portends "wiser, thriftier distribution of 
our foreign aid dollars, plus tighter 
controls over distribution of funds to 
nations with a Red tinge, or even too much 
in the neutralist camp." The quote is an 
accurate paraphrase of the combined 
confidential statements of ranking Capitol 
Hill figures in close touch with the entire 
Foreign Aid situation. A single member of 
the group privately expressed tre view t*at 
Hamilton could save no less than $1.2 billion 
annually through elimination of inefficiency 
"all along" the line. Although the Congress 
is adjourned, the new AID chief will be 
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under no small pressure to carry out the 
Congressionally expressed opinion that in 
the administration of Foreign Aid funds, 
"great attention should be given to those 
nations which share the view of the U. S. or 
the world crisis," meaning, of course, that 
Congress has dim views of aid for Red Poland, 
Yugoslavia and the "uncommitted" neutrals, 
regarded in many Washington circles as 
blackmailers of this country. 


Labor Concentrates On Collegiate Opinion. As 
college and university students of the Natior 
prepare to debate the question "Resolved 
that labor unions should be subject to the 
anti-trust laws," the AFL-CIO puts on an 
elaborate "educational" progrom for its side 
of the question. Rather complete kits 
(supporting labor's views) are available to 
the collegiates. Missing from the picture is 
adequate material from the National 
Association of Manufacturers (NAM) and the 
Chamber of Commerce of the United States. 
Outcome of the "hassle" is not predictable at 
this time, but fact remains Labor has done a 
better job with the students than has 
business. Also slated for some collegiate 
debate is the Right-to-Work issue, with the 
youngsters now lined up about 50-50 on the 
compulsory union shop. Meanwhile AFL-CIO's 
Committee on Political Education (COPE) is 
moving rapidly to get its annual voter 
registration drive under way, pointing up 
to its field workers that in more than one 
State the Kennedy majority was less than one 
vote per precinct. By way of illustration, 
the New Frontiersman's Illinois plurality 
was only 8,858 in 10,015 precincts. 


Cost-Of-Living Index To Resume Upward Course. 
This despite the August drop of 0.1 percent, 
due primarily to sharp declines in cost of 
fresh vegetables and fruits at a time when 
used car prices and some durables rose 
sharply. Bureau of Labor Statistics experts, 
talking out of the sides of their mouths, 
describe the August decline as a lucky 
"break" for the Administration, but glumly 
add that a hike of close to 0.2 percent is 
"in sight" for September, an increase which 
cannot be blamed on the steel companies, 
which will not raise prices before October l, 
if then. Perhaps sparking the anticipated 
future upward trend is the muddled feed grain 
program which is now expected to compel 
high support prices for meat. 
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BRISK BUSINESS 
FOR THE CIGARETTE COMPANIES 


— Looking to 1962 


By LYLE SCHAEFFER 


® Smoking on the increase among young and old — with sales soaring more rapidly 


than population 


> The battle of the brands — with American Tobacco’s Pall Mall displacing Camels 
— Reynolds pushing Salem in fast growing menthol field 

& As price problems and strong competition persist, companies turn to diversification 
in foreign markets — Philip Morris and Reynolds expand into other fields through 
mergers — with tax cut for the cigar makers 

& Position of the individual companies — those taking the lead — with varying 


earnings-dividend outlook for each 


HERE hasn’t been a new brand of cigarettes put 

on the market in over a year, a fact which may 
lave greater significance than is obvious on the 
surface. In effect, it suggests that the tobacco com- 
panies finally feel secure that the health issue has 
diminished enough as a threat to their business to 
allow a return to “normalcy.” 

The statistics to support the conclusion that the 
cancer scare is waning as a deterrent to smoking 
are impressive. In the first six months of this year 
cigarette consumption rose to a new high, exceeding 
the same period of 1960 by almost 5 percent. More- 
over, cigarette smoking has been increasing at a 
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faster rate than population, indicating that more 
and more people are smoking more and more ciga- 
rettes. In particular, there has been a marked up- 
turn in smoking by those in the 15-to-25 year 
age bracket—and this is the group that will in- 
crease most rapidly during the next several years. 
In addition, whether we like it or not, smoking is 
again on the rise among women, who have been 
comforted by the cancer statistics which seem to 
show a decided bias against the male population. 
This kind of growth, coming so soon after cancer 
had been a major worry, has reversed the industry’s 
fears about its future and put an end to the new 
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brands race in which each company vied for the 
distinction of selling the least amount of cancer in 
each cigarette. 

Oddly enough, the cancer scare bore several divi- 
dends for the companies; it was an ill wind that 
blew some good. First, it brought a whole new group 
of smokers into the market by cutting down the 
harshness of cigarettes through the use of filters 
and menthol. Second, and of perhaps greatest signifi- 
cance, the industry learned that there is more appeal 
in the kind of advertising that emphasized pleasure 
rather than health. 

Curiously, it was government action that led to 
this that revelation. The Federal Trade Commission 
asked the companies to keep conflicting medical 
claims and “less tar and less nicotine” types of ad- 
vertising out of their campaigns because they were 
misleading. The result has been to lessen the aware- 
ness of health problems among smokers, with a 
consequent increase in the per capita consumption 
of cigarettes. 


Rapid Changes in Consumer Preferences 


Health issues, although they failed to dampen 
the tobacco companies’ business, nevertheless did 
lead to a substantial number of changes within the 
industry itself. Regular cigarettes, for example, now 
account for only 26% of industry sales, where they 
were over 85% as recently as ten years ago. Filter- 
type cigarettes now lead the parade with 42%, 
while non-filtered king-sized cigarettes account for 
about 19% of total output. The fastest growing 
segment of the industry, however, is the menthol- 
ated brands which have come up from only 4% as 
recently as four years ago to 13% by the end of 
1960 and probably to at least 15% in 1961. 

The rise in mentholated cigarettes, incidentally, 
takes the sting out an apparently disappointing bit 
of news for Reynolds Tobacco. After years of being 
number one, the company’s Camels brand was 
finally displaced last year by Pall Mall (American 
Tobacco). However, Pall Mall’s lead is small, while 
Reynolds has grabbed a good lead in the fast grow- 
ing menthol field. Its Salem cigarette is far out 
ahead, indicating that Reynolds is seeking the 
growth where it counts. 


Price Problems Persist 


But if people are smoking contentedly and heavily 
again, the tobacco industry is not without its prob- 
lems. As a recognized if nearly universal “vice,” 
cigarettes remain a prime target for all levels of 
taxing agencies, from the federal government on 
down through the smallest municipalities. Thus, 
although the companies have been able to hold the 
product price line, the cost to the consumer con- 
tinues to rise. So far sales have not been noticeably 
affected, but the fear that taxation may eventually 
kill off the golden goose has led the industry into 
defensive measures designed to keep prices down. 

® The use of reconstituted tobacco, a process by 
which formerly unusable leaf can be saved, has in- 
creased enough to account for about 15% of the 
bulk in some brands. Filters, which are low in cost, 
have been made larger, cutting down the amount of 
tobacco that actually goes into the cigarette; and 
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the circumference of many brands has been reduced 
significantly. As a matter of fact, the bulk tobacco 
requirement per thousand cigarettes produced has 
fallen about 20% in recent years and appears 
destined to decline even further. 

e Another factor which explains the price stabil- 
ity within the industry is the relatively low degree 
of brand loyalty among smokers. Despite the most 
active advertising efforts over a period of years, 
shifts occur with ease, indicating that any attempts 
to raise prices by one producer would lead to an 
immediate drop in sales as smokers switched to 
other brands. 

© The industry, therefore, remains highly compet- 
itive, necessitating stable prices and continuing 
huge advertising outlays to keep smokers loyal to 
the brands they are smoking. 


Several Companies Initiate Diversification Programs 


During the cancer scare most of the companies 
saw the need to begin diversifying their operations 
in case the tobacco business suffered a permanent 
blow. In part, the diversification took the form of 
bolstering overseas operations where the cancer 
scare had less impact. But some movement into 
other manufacturing operation was also commenced. 
This movement continues. 

Philip Morris led the parade, first acquiring Mil- 
print, Inc. a producer of plastic packaging materials. 
More recently, the company took over Polymer In- 
dustries, in the synthetic chemical field; and most 
recently A.S.R. Products, one of the nation’s largest 
manufacturers of razors and razor blades. 

Reynolds is second in line. The company has an 
aluminum foil plant and is constantly seeking other 
ventures. Its proposed merger with Warner Lam- 
bert, a major pharmaceutical company, has fallen 
through, but unless the Justice Department main- 
tains a firm rein over the company other acquisitions 
will be made. 


Cigar Makers Win a Tax Battle But... . 


The cigar industry failed to capitalize as sub- 
stantially as it might have on the temporary trou- 
bles of the cigarette industry, although for a while 
a major resurgence appeared to be in the making. 
This apparently came to an end in 1960 as cigar 
shipments dropped almost 4% in the first half of 
1961. Nevertheless, there are some good omens in 
the wind. 

The most important was the success the com- 
panies had in convincing New York and Michigan 
to remove the 20% and 15% respective excise taxes 
these states exacted upon the sale of cigars. The 
industry claimed that these taxes severely affected 
sales and worked a genuine hardship, and actual 
figures certainly appear to bear out their complaint. 
In the 1960 Christmas season sales of cigars dropped 
28°% in New York compared to the 1959 period when 
no excise tax existed. Such a drop borders on 
disaster and was instrumental in convincing the 
two states that they should rescind their levies. 

However, no firm indication of revival in demand 
has been seen, as yet. Dealers, stuck with big inven- 
tories during the black period last year, have held 
off reordering until their stocks are worked down. 
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| Position of Leading Tobacco Companies 
| Ist 6 Months———_________ -_____ Full Year ios Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price * 
——{Millions)»—— % % 1960 * 
AMERICAN SNUFF .................. N.A. NLA. NLA. NLA. $2.95 $3.09 $4.96 $460 $5.70 $3.15 761-54 72 4.3% 
w.C. (mil.) ‘59—$18.2; ‘60—$18.1 
\MERICAN TOBACCO .............. 5593.5 $626.4 5.0% 5.1% 2.13 2.37 4.61 4.56 5.22. 2.80 102-5058 " 95 2.9 : 
v.C. (mil.) ‘59—-$587.6; ‘60—$596.0 
Ie IED sinntticeninnscninenie 28.0 23.8 3.0 4.1 1.26 1.46 2.84 2.13 ; 3.00 2.00 45 -30'2 40 5.0 
¥.C. (mil.) ‘59-$24.8; ‘60—-$24.8 
SONSOLIDATED CIGAR ......... 49.4 51.5 3.0 3.3 1.06 1.01 2.74 3.02 436 145° 5712-23 55 2.6 
v.C. (mil.) ‘59—$41.0; ‘60—$40.7 
cL ee 29.7 27.3 5.6 5.0 1.12 99 1.88 1.86 2.57 1.20 3634-214 33 3.6 
v.C. (mil.) ‘59—$29.3; ‘60—$29.1 
ET TEL. TI cenchiteintnitioenneanineaniidte N.A. N.A. NLA N.A. 1.14 1.16 2.55 2.31 3.34 1.75 40 -29's 37 47 
.C. (mil.) ‘59-$11.1; ‘60-$9.8 
IGGETT & MYERS .................... 266.5 254.1 5.2 4.9 3.37 3.03 7.28 6.96 8.28 5.00 97%-78% 94 53 
V.C. (mil.) ‘59-$332.1; ‘60—$333.3 
ee 240.5 241.6 5.2 5.5 1.88 1.98 4.20 4.07 4.58 2.20 60 -39'2 59 3.7 . 
N.C, (mil.) ‘59-$150.5; ‘60—-$155.2 
er 249.7 258.4 4.0 4.3 2.62 2.71 5.08 5.44 7.17 3.60 106'4-60 103 3.4 
W.C. (mil.) ‘59—$187.4; ‘60—$189.4 
REYNOLDS (R. J.) TOB. ............ 679.2 744.9 7.2 7.6 1.21! 1.411 2.221 2.60! 2.88! 1.50! 75\4-27% 72! 2.0 
N.C. (mil.) ‘59—$478.4; ‘60—$497.7 
RRO yaa 17.0 21.7 9.2 6.5 85 73 1.91 1.75 2.12 1.35 32'2-22 31 4.3 
W.C. (mil.) ‘59—$23.0; ‘60—$23.2 
W.C.—Working capital. 1__New stock after 2 for 1 split. 
Based on latest dividend rate. 
N.A.—Not available. 























Ilenece, we will have to wait until the coming Christ- 
mas season to see if a real comeback is in the cards. 

As if this were not enough, the cigar companies 
have formidable profit margin problems. Bootleg 
cigars offer tremendous competition to the standard 
brands and keep a lid on prices. At the same time, 
the large amount of hand labor that goes into cigar 
manufacture means constantly rising labor costs 
and squeezed profit margins. This burden may begin 
to improve, however, with the expanding use of 
reconstituted tobacco as a wrapper. The process, 
developed by American Machine & Foundry and 
(ieneral Cigar, can lead to substantial labor saving 
through machine wrapping of cigars. But the full 
benefits of this innovation are still some time away. 
Moreover, it- will be of limited help unless the indus- 
try can induce more of the younger population to 
smoke cigars. 

The return of the five cent cigar is a step in that 
direction, but so far results are inconclusive. Never- 
theless, low priced cigars now account for 40% of 
total cigar sales, indicating some success. Advertis- 
ng budgets have been beefed up considerably to 
romote the idea of cigar smoking, but the big 
arrier of feminine resistance still must be overcome. 


Outlook for Individual Companies 


Obviously, the cigarette companies are more 
irmly entrenched as investments than the cigar 
nanufacturers. Substantial risks may be encount- 
ered, however, in both groups. For the cigar com- 
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panies the risks center largely around an uncertain 
market for their products. For the cigarette com- 
panies the risks reflect the exceptionally high prices 
at which the stocks sell. 

Reynolds Tobacco, for instance, is a prime ex- 
ample of excellent management, financial strength 
and demonstrated investment status. Nevertheless, 
the recently split stock is selling at about 25 times 
1960 earnings, or almost twice its average price 
earnings ratio for the last ten years. The dividend 
was increased when the split was announced, but 
still the yield to investors is less than 3 percent. 

True, Reynolds has been a rewarding investment 
in terms of capital appreciation. But the risks now 
are greatly increased in relation to any potential 
appreciation from here on out. Naturally those who 
already hold the stock can rest content, however. 
Earnings should rise again this year, especially in 
view of the company’s excellent first half showing. 
Per share profits (before the split) advanced to 
$2.82 in the first six months against only $2.42 a 
year ago. This represents a gain of 18% against a 
sales advance of only 10°%, indicating that profit 
margins are widening despite competitive pressures. 

Additional diversification is probably in store for 
Reynolds in view of its enormous cash reserves and 
the rapidity with which they are growing each year. 
The process is likely to be slow and steady rather 
than sensational. 

American Tobacco is also liberally priced, al- 
though not as highly (Please turn to page 106) 
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DRUG COMPANIES 


SEEKING NEW PASTURES 


By ROBERT L. NEWTON 


® Are the basic rules of operation about to change in the drug industry under 


government regulation? 


> Importance of great financial strength for research and new products — 
what the various companies are doing to protect their position — backlog 
of new drugs awaiting FDA approval 

Position of the individual companies — those successfully expanding 
abroad — those having the best outlook 


HANCE and heavy stakes play important roles 
in marketing many drug products. The success 
of large advertising and sales promotion campaigns 
can be greatly affected by competitive product de- 
velopment, weather conditions, health fads and a 
great many unpredictable and seemingly unrelated 
factors. This heavy mixture of chance and system- 
atic scientific investigation appears at first to be 
illogical and incompatible. Practice in American 
industry, however, indicates quite the contrary. 
Research Must Be Based on Financial Strength 
In many industries as diverse as chemicals, elec- 
tronics, and drugs, the most venturesome, explora- 
tory and speculative research is conducted by the 
most conservatively financed companies. Obviously, 
those with little debt, large financial resources and 
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very patient stockholders can more readily afford to 
accept the risks of unproven processes and radically 
new paths of attack. Such speculative research is an 
important adjunct to academically oriented funda- 
mental research, and frequently yields major break- 
throughs on which the applied sciences advance 
across a broad front—and most profitably. 

Thus, the big gamblers in the drug business 
(those with large research programs) must play 
from financial strength in order to withstand the 
dangers of failure. 


Proposed Changes in Drug Laws — Good and Bad 


At the moment this industry is under a cloud as 
a result of the Kefauver investigation, which 
accuses companies of making exorbitant profits, 
mainly on prescription drugs, which has won to his 
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Statistical Position of Leading Drug Companies 
Ist 6 Months— Full Year—— Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
-——(Millions)—— % % 1960 e 
ABBOTT LABORATORIES ......... $62.2 $62.6 9.3% 8.1% $1.48 $1.27 $3.32 $3.16 $4.15 $1.90 75 -50 68 2.6% 
v.C. (mil.) ‘59-$39.8; ‘60—$40.2 
\MER. HOME PRODUCTS ........ 232.0! 237.8! 10.4 10.4 1.05! 1.07! 2.02! 2.09! 2.28! 1.30 8958-47\4 85 1.5 | 
v.C. (mil.) ‘59-$87.4; ‘60—$89.2 
SREISTOL-PAVERSS. ........000cccessceeseoee N.A. N.A N.A. NLA. 1.02 1.18 1.70 2.05 2.50 1.20 8734-3858 82 1.4 
1.C. (mil.) ‘59-$25.1; ‘60—-$27.0 
ARTER PRODUCTS ................... 15.0% 15.7% 14.4 16.0 83% 974 3.44- 2.88" NA. 1.25 78'4-4034 65 1.9 
V.C. (mil.) ‘59—$16.2; ‘60—$19.4 
OHNSON & JOHNSON .......... 156.4 162.4 5.0 4.6 1.34 1.30 261 2.63 4.39 1.00 110'2-53%4 90 1.1 
V.C. (mil.) ‘59--$77.8; ‘60—$79.9 
i A . 41.5° 47.3° 3.9 4.0 1.515 1.675 1.31 1.57 1.51 .80 5934-1358 50 1.6 
V.C. (mil.) ‘59—$7.6; ‘60—$8.1 
ff 91.1 98.8 11.9 12.0 1.36 1.48 2.93 2.34 3.07 2.00 89 -61 76 2.6 
1.C. (mil.) ‘59—$104.1; ‘60—$102.5 
cKESSON & ROBBINS ........... 676.72 670.3% 1.8 1.4 3.08" 2.50% 3.08" 2.50% 2.86% 1.50 51%4-3134 36 4.1 
/.C. (mil.) ‘59—$113.3; ‘60—-$116.9 
AEAD JOHNSON & CO. ......... 44.2 67.1 11.5 8.2 2.78 2.98 3.02 7.25 8.31 1.80 202'2-60 148 1.2 
N.C. (mil.) ‘59-—$16.6; ‘60—$22.3 
EE eG ececececncscessense — 7 112.7 13.2 10.9 1.37 1.14 2.78 2.57 3.54 1.60 96'2-73 83 1.9 
W.C. (mil.) ‘59—$96.0; ‘60—$108.4 
NORWICH PHARMACAL ......... 21.2 22.5 11.7 13.0 .65 75 1.35 1.55 1.71 1.00 64 -37'4 59 1.6 
N.C. (mil.) ‘59—$14.3; ‘60—-$15.0 
W.C.—Working capital. 1__Adjusted for 3 for 1 stock split | 
Based on latest dividend reports. effective Oct. 6, 1961. 
N.A.—Not available. Year ended Mar. 31, 1960. | 
3__Year ended Mar. 31, 1961. 
* Quarter ended June 30. | 
> Year ended June 30. 
Abbott ‘tienen Maleate sates qrowth, but pressure on profit Lehn & Fink: Medium-size manufacturer of cosmetics, toiletries ond 
,argins has kept earnings at about same level for the past four years disinfectants, including Dorothy Gray, Hinds and Lysol. Stock has bene- 
stock offers only modest yield from well protected dividends. Expanding fited from recent enthusiasm for cosmetic issues 1 
e i i trend. B4 
search program should eventually lead to improved earnings tren Ay (ON): teler predyeer of ethical drugs with lenge a 
American Home Products: One of the largest coe, eomquiies._ five - Earnings in the past have shown fairly wide fluctuations 1 
mportant producer ot cosmetics, food ond household products. Ovutstand- “ae , 
ng record of growth. Broad product base reduces dependence on any pay oH By pA y*- Fy fr - - 
one major line. Earsings have increased each year in past decade. may be affected by trend toward more direct sales by manufgcturers 
: ’ Above-average yield. B4 
Bristol-Myers: Successful producer of proprietary drugs and toiletries 
Expanding position in ethical drug field, including antibiotics. Acquisi- Mead Johnson: Major producer of nutritional products, particularly in- 
tion of Clairol (hair colorings) contributed to rise in sales and earnings fant formula foods. Success of new weight control aid, Metrecal, main 
in 1960. reason for recent sharp gain in volume and profits. 61 
Carter Products: Record of growth in volume and profits due largely to wey Rw ay Af Ny Fy ER. Ry A 
vecess in marketing mild tranquilizers. Smaller position in toiletries and cals. Company is believed to have the largest industry sponsored research 
roprietcries. Dependence on tranquilizers leaves company somewhat program 
vulnerable to introduction of competitive products. 1 . 
; : Norwich Pharmacal: Smaller producer of proprietary and ethical drugs 
Johnson & Johnson: Largest producer of surgical dressings and a variety Products include well-known brands, such as Pepto-Bismol and Unguen- 
of drug store products. Progressive in new products. tine. Excellent growth record. BY 
RATINGS: A—Best grade. 1—Improved earnings trend. 
B—Good grade. 2—Sustained earnings trend. 
C—Speculative. 3—arnings up from the lows. 
| D—Unattractive. 4—Lower earnings trend. 





























side masses of the people who have paid high prices 
for these products. However, Kefauver is also pro- 
posing very radical changes in the patent laws 
which serve to protect the companies concerned in 
view of their tremendous outlays of monies and the 
risks they have taken. 

Beneficial Proposals—Many of the changes pro- 
posed by Senator Kefauver, Secretary of Health, 
Education and Welfare Ribicoff and Anti-Trust 
Chief Loevinger are designed mainly to protect 
the public against ineffective, impure and im- 
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properly tested products. Such changes should have 
a beneficial effect on the general public health and 
safety, and strengthen the position of the responsi- 
ble companies in the industry. 

Harmful Proposals—Two other proposals, however, 
would seriously change the rules and method of 
operation for prescription drugs and could seriously 
weaken the growth and economic strength of these 
companies. One change involves patents and the 
other the use of trade names. 

Senator Kefauver has proposed that the type of 


























Statistical Position of Leading Drug Companies—({Continued) 















































W.C. (mil.) ‘59-$30.7; ‘60—$35.5 





114.4 9.4 9.4 1.32 


Ist 6 Month ——full Year———-_Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 §3=1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % 
—~——(Millions)—— % % 1960 ° 
PARKE, DAVIS & CO. .............. $99.0 $90.1 15.3% 10.4% $1.02 $63 $2.09 $2.05 $2.39 $1.40 51 ¥e-32%4 34 4.1% 
W.C. (mil.) ‘59—$77.5; ‘60—$75.4 
PFIZER (CHAS.) & CO. ............. 136.8 142.9 9.4 10.1 78 87 1.51 1.57 2.09 .80 4478-2658 38 2.1 
W.C. (mil.) ‘59—$79.4; ‘60—$78.4 
0 23.5 25.1 6.9 6.7 1.23 1.27 2.10 2.36 2.88 1.10 9112-43" 88 1.2 
W.C. (mil.) ‘59—$10.1; ‘60—$12.8 
REXALL DRUG & CHEMICAL ... 112.3 118.5 3.2 3.5 92 98 2.28 2.28 3.20 50% 593-3712 55 & 
W.C. (mil.) ‘59-$56.8; ‘60—$70.9 
RICHARDSON-MERRELL, INC. . 132.2! 151.5° 108 10.9 2.421 2.86% 2.04 2.42 3.65 1.00 108%4-56% 92 1.0 
W.C. (mil.) ‘59-$50.7; ‘60—-$46.8 
SCHERING CORP. .................00+. 42.6 39.6 9.2 9.2 94 86 2.87 2.36 3.17 1.40 8112-4258 60 2.3 
W.C, (mil.) ‘59-$42.9; ‘60—$44.3 
SMITH KLINE & FRENCH LAB.. 72.9 77.9 166 18.1 83 96 1.72 1.64 1.88 1.25 73%2-38'2 64 1.9 





2.80 3.22 1.80 














W.C. (mil.) ‘59-$46.9; ‘60—$48.3 


W.C.—Working capital. 
N.A.—Not available. 
d— Deficit. 


STERLING DRUG ...........:0000000 110.6 1.36 ©. 2.65 % -44% 85 21 
W.C. (mil.) ‘59-$54.1; ‘60-$60.3 _ 
TT NA. NA NLA NAD ONAL NA) gg3) 203) NA, —  45%-23 31 _ 

W.C. (mil.) ‘59-$3.1; ‘60-$3.8 ee oie 

a 76.4 786 13.7 12.7 75 72 165 162 2.00 72 62%-41% 2 52——i«d2:,3 ‘ 
W.C. (mil.) 59-$58.4; ‘60-$61.9 1 
WARNER-LAMBERT PHARM. .... 97.2 980 76 77 4140 143 306 3.10 3.70 1.65 861-51 78 2.1 


encineiniesimens | 


1__Year ended June 30, 1960. 
2—Year ended June 30, 1961. 
3—Year ended July 31. 
4_-Plus stock. 





Parke, Davis: Leading and long-established full-line ethical drug com- 
pany. Sales of antibiotic Chloromycetin, the most important product, 
havo been declining this year. A4 


Pfizer: Much of recent growth has come from rapidly expanding foreign 
business. A major antibiotic producer, which has been moving toward 
a full production line. Active in research. Al 


Plough: Rapid earnings rise of this smaller company has reflected active 
acquisition program in the toiletries and proprietary drug fields. Com- 
pany also owns radio stations and produces household products. C1 


Rexall: Better earnings in recent years due largely to eliminating mar- 
ginal stores, growing position in ethical drugs and plastic wares. Joint 
polyethylene venture with El Paso Natural Gas adds speculative in- 
teres!. Bl 

Richardson-Merrell (formerly Vick Chemical): Large producer of proprie- 
tary cold remedies with growing position in ethical and veterinary 
drugs. Record of growth good. 


RATINGS: A—Best grade. 
B—Good grade. 
C—Speculative. 
D 


Unattractive. 








] 
| 
——- . | 
Schering: Company is attempting to broaden product base and sustain 
position in hormones. Competitive products and higher costs have caused 
earnings to decline, since 1957. B3 | 
. . . | 
Smith Kline & French: Major producer of mental health drugs and | 
transquilizers. Seeking to diversify. Good record of earnings growth. BI | 


Sterling Drug: Important producer of proprietary and ethical drugs in- 
cluding Bayer Aspirin. Strong position in foreign markets. Good record 
of growth in sales and earnings. 

Syntex: Producer of bulk steroid hormone intermediates. Conducting 
research program with Eli Lilly. After deficit in 1959, company now 
showing modest profit. Stock is highly speculative. C3 

Upjohn: Full-line drug house with excellent record of growth. Important 
in ethical drugs, including ontibiotics, hormones and nutritional prod- 
ucts. Company has enjoyed one of the best earnings records, due 
largely to successful research program. Al 


Warner-Lambert: Primarily a producer of proprietary drugs, toiletries 
and cosmetics, with a growing ethical division. 1 


1—Improved earnings trend. 
2— Sustained earnings trend. 
3—-Earnings up from the lows. 
4—Lower earnings trend. 














drugs eligible for patenting be sharply reduced and 
that the number of years that a patent holder can 
enjoy an exclusive position be reduced from 17 to 3. 
After three years the patent holder would be forced 
to license others to manufacture and market the 
product. 

& Also disturbing is the outlook for use of trade 
names or so-called secondary marks. These are the 
trade names that drug companies use in advertising 
their products to the doctor and are in addition to 
the generally accépted generic names. Both the Ad- 


84 





ministration and Senator Kefauver are in agreement 
that such names serve to maintain drug prices 
higher than they would otherwise be and that 
efforts should be made to reduce the usage of com- 
pany trade names. 

> The banning of drug identification by second- 
ary trade marks may be potentially even more 
serious than any modification in the patent laws. 
The secondary trade names have permitted drug 
companies to develop. profitable specialty products 
which can be readily identified. This offers the 
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doctor the advantage of being able to specify quality 
and compounded form in one simple procedure. 
Without this trade name relationship a large portion 
of the specialty business would be suceptible to 
ruinous competitive assault. More importantly, the 
incentive to develop therapeutically important spe- 
cialties, not patentable, would be gone. 

» Beyond the threat of restrictive legislative 


action, existing regulatory practices have already 
bee: strengthened and more fully enforced. This 
trend seems likely to continue into the foreseeable 


fut. re. The Food and Drug Administration requir- 
s for more complete labeling and package in- 


me 
ser.s to describe fully the problems associated with 
the use of drugs obviously will increase the manu- 


9 fac urers’ cost in doing business. 
0 tacklog of New Drugs Awaiting FDA Approval 
a \ hile the six-month-plus waiting period for Food 
3 g anc Drug Administration approval has become al- 
» mo. standard practice, more significant new drugs 
9 © are in the works or have been recently introduced 
as ‘the has been true for some time. Merck’s Elavil, 
1 wh -h possesses both mood elevating and tranquil- 
izi: « characteristics, could be the most significant 
nev’ mental health drug this year. Reorders are 
ae } rurning at a high rate and are increasing. Merck 
3 _ § has also under clinical test Aldomet, an anti-hyper- 
|) © tensive agent, which is believed to be a significant 
7 || @ advance in this field. Merck’s Teriactin (antihista- 
i ) mi:c) has been marketed in a few foreign countries 
Sand is awaiting Food and Drug Administration 
approval. 
Also awaiting such approval is Smith, Kline’s 
Parastelin, a mixture of a mood elevating and a 
_ | tranquilizer drug. This company will soon complete 
a | a broad clinical testing program which will deter- 
mine whether a proposed antiviral agent should be 
= | marketed in the United States. The agent is being 
ies evaluated against influenza and measles, both as a 
ecord preventative and as a therapeutic agent. Parke, 
Davis, Pfizer, Merck and Lilly, among others, have 
— measles vaccines under development. If a successful 
vaccine is produced, a broad market is anticipated. 
nee A significant portion of measles victims, both chil- 
due dren and adults, suffer serious complications 
having some lasting effects. The problem is suffi- 
eee ciently serious that a really satisfactory vaccine 
would probably become a routine immunization 
: procedure. 
Also in this field is the development of an orally 
administered polio vaccine. Pfizer’s type I vaccine 
has been approved for use in epidemics in the 
____|} | United States and approval is being sought on type 
II and type III. Considerable controversy exists 
ement | 2™Mong experts in the field as to the size of the poten- 
prices | tia! oral polio vaccine market in the United States. 
that | However, the world market for the product could 
*com- | be quite substantial and other producers such as 
American Home, Lilly, Merck and American Cyana- 
scond- 4 ™ / are likely contenders in this market. ; 
mane in the anti-biotic field American Cyanamid s De- 
laws. clomycin appears to be increasing its market position 
drug 4 | a somewhat similar product has been introduced 
d by Pfizer. Two new corticosteroids, Lilly’s Haldrone 
oducts ’ ae ’ hed 
‘3 the 42 | Schering’s Celestone, offer reduced side effects 
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and high potency. Of the various progestational 
agents available, only Searle’s Enovid has received 
Food and Drug Administration approval for fertil- 
ity control. Other products are known to be under 
clinical test for this application. 

Proprietary Sector Less Harried 

The proprietary and cosmetic sections of the drug 
industry have, in the past year or so, fared much 
better than prescription drugs. With the possibility 
of another major influenza epidemic this winter, 
sales of proprietary cold remedies, vitamins and 
analgesics seem likely to reach new highs. Most 
proprietary drug products enjoy long patterns of 
steady growth with little fluctuation in demand. As 
living standards increase abroad, proprietary drugs 
and health products and cosmetics frequently 
account for a large share of consumer disposable 
income, and growth in such countries has been sub- 
stantial. While some risk of further government 
regulation in this branch of the industry exists, a 
major change in methods of operation is not antici- 
pated. Quite likely, however, some restriction will 
be placed on advertising methods, products claims 
and evaluation procedures. 

The cosmetics section of this industry continues 
to show good growth largely because of style 
changes and the introduction of new products. Hair 
coloring products have grown rapidly and Bristol- 
Myers’ Clairol division is by far the largest factor 
in this field. 


Discussion of Individual Companies 


American Home Products, the largest marketer 
of drug products in the world, is estimated to 
show about a 4-5% gain in earnings in 1961 on a 
somewhat larger gain in sales. Substantially larger 
research expenditures and enlarged staff within 
certain divisions have temporarily hurt profit mar- 
gins. Over the long term, American Home has 
shown one of the most consistent patterns of growth 
in the industry and has probably been the most 
suitable for many individual investors. The 3-for-1 
stock split has generated considerable speculative 
enthusiasm and a reaction from such excesses is 
certainly possible. 

Upjohn has an outstanding record of new product 
development of prescription drugs. In recent years, 
expansion in the foreign markets has been quite 
rapid and should be an important source of future 
growth. Earnings in the first half of this year were 
penalized by the adjustment of vitamin shelf stocks 
and the lower level of general business activity. An 
improved trend is contemplated in the final six 
months. 

Sterling Drug’s good record of sales and earnings 
growth has come largely from the company’s strong 
marketing position in proprietary and ethical drugs 
throughout the world. Earnings in 1961 are esti- 
mated as about 5% over 1960, with the major por- 
tion of the gain coming in the final six months. 
Within the last five years the company has made a 
major effort to expand its position in the ethical 
drug field and this section of the company’s activ- 
ities now accounts for about one-third of total sales. 

As previously men- (Please turn to oage 108) 
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HERE is an old saying that when the railroad 

industry sneezes, the rail equipment industry 
gets pneumonia. While this is not quite true any 
more, owing to the considerable diversification 
which the rail equipment group has carried out, a 
high correlation still remains between the health of 
the railroads and the well-being of their suppliers. 
Consequently, when Class I railroad earnings for 
the first half of 1961 almost vanished, the dollars 
spent by the carrier group on equipment and sup- 
plies dropped sharply, paralleling the decline in the 
working capital positions of the rails. Freight car 
deliveries in the first half of 1961 slumped from 
year-earlier levels and backlog dwindled away. On 
July 1, 1961, unfilled car orders (exclusive of 
those to be produced in the railroads’ own shops) 
amounted to a distressingly low 3,332, contrasted 
with 14,134 a year ago, while a similarly drab pic- 
ture was being painted for the diesel locomotive 
manufacturers. Clearly, rail equipment companies 
suffered the rigors of the same depression in the 
first half of 1961 that was being felt by the rail- 
roads themselves. 

Obscure Near-Term Outlook 


Although the second half is now well advanced, 
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NEAR-TERM OUTLOOK 
STILL CLOUDED FOR 
RAIL EQUIPMENTS 


— But better days ahead? — with var ying status 
for individual companies 


By JOHN MARCHES! 


it is still difficult to assess the immediate prospects 
facing the rail equipment companies. Unfortunately, 
it is hard to visualize an early recovery from the 
poor level of business now being experienced by 
these companies. According to a recent Government 
survey railroads will spend even less in the last half 
of 1961 than they did during the first six months. 
For the year as a whole, the industry’s capital 
spending is projected at roughly $700 million, com- 
pared with $1,030 billion in 1960 and $920 million 
in 1959. If this projection proves to be an accurate 
forecast, no dramatic improvement in the fortunes 
of the rail equipment suppliers can be anticipated 
over the balance of the year. This means that the 
sharp earnings erosion which has already been evi- 
dent in many cases throughout the first half of the 
year will not be erased and many companies in the 
group will report lower profits for the year as a 
whole. 
But Early 1962 Prospects More Favorable 


Discouraging as the immediate prospects for the 
rail equipment group appear to be, the picture takes | |) 
on a more encouraging hue when viewed in the per- 
spective of the next twelve months or so. In order | 
to assay these prospects, it is necessary once again | 
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Position of Leading Rail Equipment Companies 


Ist 6 Months Fuil Year —_— 
































W.C. (mil.) ‘59-$11.2; ‘60—$11.6 


W.C.--Working cap'tal. !__Fiscal quarter ended July 31. 


+ _9 months ended June 30. 


AC” Industries: Well diversified, this company serves many industries North American Car: A new earning 
ides the railroads. While profits are likely to be moderately lower in 1961. Prospects for 1962 and be 
fiscal 1962, the current dividend rate should hold. B4 dividend is considered to be secure 

Alen’ Pr-duct-: Earning power of this diesel manufacturer is at low ebb Poor & Co.: Operations fell to a lo 

currently and nearby prospects are obscure. Selling at a wide discount the dividend was reduced to $0.3212 


from book and working capital, the stock may be a merger candidate. C4 is immediately in sight, some impr 


Americar Brake Shoe: The company should benefit from an anticipated tho new, reduced rate should hold 


revival will prebably come toc late to be of much benefit to 1961 endangering the dividend. However, 


, " : , ‘ appear fairl ood 
American Steel Foundries: Operations are currently legging but some PP y 9 


ckup should occur in the forepart of fiscal 1962. The company’s 
ontrolled Pressure Pouring Process may well become a source of future 
alty income, but no: for some time. C4 2arning power should be restored a 


Budd Company: In recent yecrs Budd has diversified into many oreas in 
effor? to build up earning power. However, the automobile business 
till accounts for about 80% of the total. A big auto year in 1962 


uld spur Budd's profits revival. C4 areas. Earnings are holding up and 


Unior Tank Car: Recent acquisitions 
compony. Operations have been in 
several years ond the new company 
accoun! of itself, beginning in 1962 


General American Transportation: Wel! balanced between leasing and 
inufacturing income, this company is in an excellent position to ex- 
erienco good long-term growth. 3 


RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 
B—Good grade. D — Unattractive. 2—Sustained earnings trend. 














Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 Per Share Per Share 1960-61 Price % 
—~——(Millions)——- % % 1960 e 
ACF INDUSTRIES ..................... $60.41 $42.8! 2.4% 1.0% $1.06! $31! $2.77" $2.29° $6.80 $2.50 6434-35" 52 4.8% 
w.C. (mil.) ‘59-$76.3; ‘60-$71.5 
ALCO PRODUCTS ................... . 55.3 43.3 1.6 6 50 15 1.88 451 44 40 2014-1158 19 2.1 
W.C. (mil.) ‘59—$57.5; ‘60—$54.7 
/MERICAN BRAKE SHOE ........ 86.1 78.1 3.7 2.6 1.93 1.28 4.72 3.48 8.18 2.40 517-3538 46 5.2 
Vv. C. (mil.) ‘59-$45.2; ‘60-$40.8 
WER. STEEL FOUNDRIES ....... 91.9% 80.64 6.4 5.2 2.03 1.48% 2.44 2.69 4.57 1.60 3912-25 31 5.1 
C. (mil.) ‘59—$37.8; ‘60—$40.5 
RI nshtaitceteecnieteusnneoninenes 195.0 124.2 3.3 41.2 1.43 4.42 2.38 .96 3.08 277%-1334 14 
C. (mil.) ‘59—$62.3; ‘60—$58.1 
( EN. AMER. TRANG. ................ 124.6 127.6 8.2 6.5 1.85 1.47 3.10 3.44 5.97 2.25 9334-5834 85 2.6 
\ .C. (mil.) ‘59-$66.3; ‘60-$82.0 
( =N. RAILWAY SIGNAL ......... 17.1 18.5 6.9 6.6 97 .93 2.02 2.25 2.88 1.50 5434-113 41 3.6 
C. (mil.) ‘59-$11.4; ‘60-$14.8 
We BE oi csccctisscenniahiiens 21.8 18.6 3.8 2.8 1.11 72 3.07 2.30 4.02 1.60 3958-2334 37 43 
C. (mil.) ‘59-$18.4; ‘60-$19.3 
DRTH AMER. CAP ooo... 10.2 11.5 16.1 15.2 1.21 1.16 2.36 2.61 5.90 1.40 67 -36 64 2.1 
C. (mil.) ‘59—$6.0; ‘60—$4.1 
REE Seeeee 17.1 12.8 3.7 2.5 1.11 55 2.19 1.55 2.19 1.30 25%-16%4 19 6.8 
/C. (mil.) ‘59-$10.3; ‘60—$10.2 
i 226.1 179.8 3.1 1.8 1.50 75 2.93 2.63 4.18 2.00 42 -30% 34 5.9 
C. (mil.) ‘59—$122.5; ‘60—$111.2 
ANRAY CORP. ............... ime 12.2 7.3 943.5 1.08 436 81 87 1.58 2114-10 10 
C. (mil.) ‘59—$9.6; ‘60—-$9.2 
MINGTON-WAYNE ............... 28.3 26.7 3.8 2.6 68 44 1.10 1.35 2.01 .80 18-1156 15 5.3 
C. (mil.) ‘59—$16.4; ‘60-$16.4 
NION TANK CAR 0... 55.0 48.7 6.9 8.3 1.09 1.15 1.86 2.20 5.52 1.60 387-25" 36 4.4 
W.C. (mil.) ‘59-$31.2; ‘60—-$19.8 
WESTING. AIR BRAKE ............. 97.7 85.2 4.0 4.7 95 96 2.71 1.81 2.92 1.20 3258-218 26 46 
W.C. (mil.) ‘59-$100.8; ‘60-$102.2 
YOUNG’TN STEEL DOOR ........ 9.1 6.4 7.6 2.5 1.04 24 2.30 1.87 2.28 1.50 25 -187% 21 7.1 


Baced on latest dividend rate. *_Year ended April 30, 1960 & 1961. 
d Deficit. > Includes deprec. and amort. on intangibles 


s peak will probably be established 

2yond look exceptionally good. The 
1 

w ebb in the forepart of 1961 and 

ovarterly. Although no great pickup 


ovement should occur in 1962 and 


turn in rail spending for equipment and track maintenance. However, Pullman: Earning power in the first half of 1961 dropped sharply 


the regular rate was declored and 


ults. Dividend eppears secure. B4 the crisis is now probably past. Earnings recovery prospects for 1962 


Stanray: This highly diversified company has fallen upon evil days and 
with operations in the red the dividend was recently omitted. Gradually 


nd, once the cash position is built 


back up. dividends should be resumed. C4 


Symington-Wayne: This company has moved away from dependence 
upon the railroads and now derives 75 of its revenues from other 


the dividend appears safe. Cl 

have chonged the character of this 
a shokedown phase for the last 
mov well be ready to give a good 


BI 


jeneral Railway Signal: Potential demand for this company’s signaling Westinghouse Air Brake: The interests of this company range from air 
quipment is lorge and it should benefit importantly from larger rail brakes to electronic geor, the latter being reflected by the 91% holdings 
2ending in 1962. B2 of Melpar, Inc. Earnings show signs of recovering from their recession 
New York Air Brake: This producer of air brakes has moved into other low and dividends are considered secure P 

reas, such as the manufacture of specialty pumps, in order to grow Youngstowr Steel Door: This producer of railroad car doors and sides 
it @ faster clip. Prospects favor gradual recovery in earning power is still in o severe s'ump. Although not covered by earnings, the $.25 
ver the balance of the year and into 1962. B4 quarterly rate may hold, reflecting strong finances. C4 


3—Earnings up from the lows 
4 Lower earnings trend 
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to look at the carrier group itself to judge whether 
it might be in a buying mood. The economy has 
recovered from the reeent recession and is driving 
toward new peaks in production. The outlook for 
the durable goods industries which generate the 
bulk of railroad traffic appears to be excellent, 
assuming, of course, that 1962 automobile models 
are well received by the consumer. With a big auto 
year and, in turn, heavy production of steel, coal 
and ore also on the horizon, the hard pressed rail- 
road industry may be in for a bit of long overdue 
prosperity. Traffic recovery superimposed upon a 
lean cost structure could well mean fairly large 
profits, at least through the early stages of the vol- 
ume rebound. 

Tentatively, 1962 carloadings are seen at 10-13% 
above 1961 levels, according to a reliable trade jour- 
nal forecaster. If such levels can be attained, Class I 
profits should rebound at a rate materially higher 
than the percentage gain indicated for traffic. With 
black ink once again being used on profit and loss 
statements and corporate treasuries being replen- 
ished, railroad executives are likely to loosen their 
purse strings, probably beginning in the second 
quarter of 1962. 


Equipment Needs Heavy 


Railroad capital spending could well rise to 
around $800-$900 million next year and perhaps 
even go higher. Quite naturally, money spent on 
equipment will go into cars offering the highest re- 
turn on investment, such as piggyback carriers, 
specialized freight cars, and racks for the handling 
of new automobiles. Other items which are likely to 
be high on the railroad shopping lists in 1962 in- 
clude centralized traffic control (CTC), electronic 
hotbox detectors, welded rail and train radio equip- 
ment—all projects offering a very high return on 
investment. 

It is more difficult to get a feel for the amount 
and types of conventional freight cars that are likely 
to be ordered from now on. First, more and more 
shippers are demanding special equipment, a tend- 
ency which by itself downgrades the requirements 
for the mundane boxcar. Secondly, and perhaps 
more important, a revolution appears to be in the 
making which may reduce the old workhorse boxcar 
to a secondary transportation role in the future. 
Containerization is rapidly becoming a powerful 
force in the field of surface transportation and one 
day it may be important in the air, too. By no means 
is the container ready to displace the boxcar as the 
most familiar tool on the railroad scene, but its 
advent is probably close enough to make many far- 
sighted railroad men hesitate before making sub- 
stantial new commitments in boxcars. 


Car Fleets Need Beefing Up 


All factors considered, the railroads may order 
anywhere from 50,000 to 70,000 cars in 1962, up 
from an estimated 35,000 to 40,000 units in 1961. 
Even if such levels are attained next year, a con- 
siderable need for additional equipment by the in- 
dustry as a whole will still persist. Of course, many 
individual roads have kept up their replacement 
programs over the years and can boast modern, well 
maintained fleets. But the group figures are dragged 
down by the experience of many carriers, particu- 








larly those located in the East, who have allowed! 
their car supply to run down in recent years. Con. 
sidering the low state of earnings and finances ip Z 
this section of the country, it is hardly surprising 
that the eastern rails as a group have badly 
neglected their equipment. 4 

The background is, accordingly, quite favorable 
for a sharp improvement in the fortunes of the ruil-@ 
road equipment manufacturers in 1962. Before nee 
can draw the blanket conclusion that the profits off 
these companies will stage a significant improve® 
ment next year, it will be necessary, however, to™ 
examine the individual situations. Many an equip-) 
ment company has diversified well away from ‘he 
railroad industry in an effort to avoid sharp | ps 
and downs in annual sales volume. Since most of 
these moves have been into other forms of mau. 
facturing, it seems safe to say that a generally 
higher economy in 1962 should mean more act ve 
business in the non-rail lines as well. Thus, all f ve 
tors considered, the group of companies loos :ly 
identified as the railroad equipments should «x 
perience much improved earnings in 1962, with th 
significant portion of the improvement occurring i 
the second half of the year when shipments :r 
normally at their heaviest. 
































































Over the Longer Period: Stagnation Unless . . . 


Many thoughtful investors are probably wonder- 
ing how this industry will fare over a still longer 
term. Is there any reason to expect a much improved 
showing over the next decade? Probably not, unk ssi 
some startling development happens to restore the 
competitive position of the railroads—although as 
in every industry, there is a varying status for tne 
individual companies. Under such circumstances it 
is difficult to envision any great growth taking place 
on the part of the rail equipment suppliers; in all 
probability they would mirror the fortunes of their 
major customer. As things now stand, the pattern 
of sharp ups and downs, which has been the post- 
war experience of the railroad equipment industry, 
will probably continue in the years ahead. In addi- 
tion to such a cyclical pattern, the secular downtrend 
of this industry is likely to be extended. 

But it should not be concluded that the fate of the 
railroad equipment group is set in the stars. Long- V 
range prospects could well be more promising than 


those outlined above if a major reversal in to 
the fortunes of the railroad industry were somehow sae 
brought about. This would be a difficult, but not im- om 

StO 


possible, accomplishment. On a short-run basis, the 
rail equipment group could well be an important) *° 
beneficiary of any help which might emanate from Ma 
Washington. ta | 
For example, a tangible solution to the commuter ns . 
problem might well mean the first significant orders) ;,. 
for passenger cars in some time. Pullman, ACF and 
Budd would stand to benefit from such orders. A 
change in the depreciation laws, perhaps involving 7 
the construction reserve which was shelved by Con-) tha 
gress, could also release large funds now earmarked | ii 
for taxes and should rebound to the advantage of) and 
freight car manufacturers such as General Ameri-) ma! 
can Transportation, Pullman, and ACF. Undoubtedly,) cen 
many railroads would (Please turn to page 10.)§ © 
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OUTLOOK FOR COMPANIES 
IN SPECIALIZED INDUSTRIES 


By JOSIAH PIERCE 


E are again presenting this special section, 

which has proved to be of such timely interest 
to our subscribers in past years. For the benefit of 
our readers who periodically check their portfolios, 
this article provides a carefully prepared review of 
stocks that can be broadly termed “unclassified” — 
i.e., issues that cannot be grouped in any one of the 
major industries which are regularly covered in our 
Magazine. In fact, as indicated in the accompanying 
tables, a number of these stocks can be viewed as 
representing each by itself a special industry, due 
to particular products or activities. 


Wide Variety Among Unclassified Issues 


The unclassified group does include certain issues 
that are widely held by investors and represent lead- 
ing industrial enterprises—such as Eastman Kodak 


and Minnesota Mining & Manufacturing—which 
make specialized products that are in growing 
demand. 


Other leading issues included in this group repre- 
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sent companies selling well-known consumer prod- 
ucts, such as American Chicle, Gillette Co., Hershey 
Chocolate, Singer Manufacturing and Wm. Wrigley 
Jr. Each of these companies is outstanding in its 
respective field and has a long record of favorable 
earning power and dividends. 

Our unclassified group also contains several heavy 
industry issues—such as American Chain & Cable 
and Scovill Manufacturing. Companies of this type 
depend primarily on the demand for capital goods 
and thus their operations are fundamentally cyclical 
in character. 

Two of the leading companies in the highly special- 
ized optical field—American Optical and Bausch & 
Lomb—are also included. These companies now pro- 
duce devices and instruments used in connection with 
missiles and, along with other companies, are thus 
in a position to derive substantial benefit from the 
stepped-up defense effort. 

Finally, the unclassified group contains a wide 
number of stocks that are strictly “‘specialties.” This 
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American Chain & Cable: While chains used by various industries are 
the most important product, the company also produces wire rope, 
cable, lawn mowers, and automatic control, telemetering and recording 
systems. Despite the cyclical character of most products, earnings have 
been relatively stable. Prospects favor some improvement as business 
recovery progresses. Stock offers good yield. B4 


American Chicle: The second largest producer of chewing gum, with 
strong trade position. Long record of growth in sales and earnings 
Despite modest decline in First half of this year, earnings trend is still 
upward. Expanding research program, with two new premium-priced 
products introduced this year to date. Annual dividend of $2.00, in 
cluding 40 cent extra, well protected. Record of dividend increases as 
earnings warrant. 


American Hospital Supply: The leading distributor of equipment and 
supplies used in hospitals, laboratories and doctors’ offices. Company 
manufactures less than one-fourth of products, with balance purchased 
from others. Over 15,000 different items distributed. Record of marked 
growth in sales and earnings over past decade, due in part to acquisi- 
tions. Aggressive program of research and development of new prod 
ucts. Current price of stock represents high capitalization of earning 
powe; and dividends. 


American Optical: Leading manufacturer of ophthalmic and optical prod 
ucts, including lenses, frames and mountings, as well as instruments 
used in making ocular corrections. Also produces medical, dental and 
scientific instruments, with microscopes, projection equipment and field 
charting instruments representing main items. Subsidiary produces astro- 
nomical instruments, and devices for tracking and testing missiles. 
Entering field of electronic products for instrumentation. Longer term 
outlook favorable. 


Anderson Clayton: The leading cotton merchandising company, conduct'ng 
© world-wide business. In addition, the company operates cotton gins 








RATINGS: A—Best grade. C—Speculative. 
B—Good grade. D—Unattractive. 








(ne eR 
Survey of 32 Unclassified Stocks 
Ist 6 Month -——ull Year Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Share Share Earn. Div. Range Recent Yield 
1960 1961 1960 31961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price * 
——-+Millions)}—— % % 1960 ad 
AMER. CHAIN & CABLE .......... $61.4 $55.5 4.2% 2.6% $2.28 $1.27 $4.58 $3.65 $5.76 $2.50 53 -40% 50 5.0% 
W.C. (mil.) ‘59-$37.5; ‘60—$37.5 
AMERICAN CHICLE .................. N.A. N.A. N.A. NLA. 1.67 1.64 3.21 3.35 3.71 2.00 97 2-46)2 88 2.2 
W.C. (mil.) ‘59—$26.8; ‘60—$28.8 | 
AMER. HOSPITAL SUPPLY ....... 51.7 57.3 4.4 4.2 .27 29 52 53 63 .25 35 -12 28 8 
W.C. (mil.) ‘59-$16.8; ‘60—$27.2 
ERE. GRVICAL CO. ccccecsecoscarce 48.9 47.7 3.4 3.2 2.08 1.93 3.55 3.48 7.09 2.00 7834-43" 70 2.8 
W.C. (mil.) ‘59—$44.1; ‘60—$50.3 
ANDERSON CLAYTON ............. 395.11 351.01 2.4 2.21 2.951 2.37! 3.77 3.84 6.85 2.00 4454-36 40 5.0 
W.C. (mil.) ‘59—$116.3; ‘60—$139.9 
ARCHER-DANIELS-MID. ............ 239.97 213.1° 1.5 1.7 2.312 2.362 3.39 2.31 3.92 2.00 4352-3058 39 §.1 
W.C. (mil.) ‘59—$50.8; ‘60—-$49.6 
BAUSCH & LOMB ...................... 33.3 33.1 3.9 2.5 1.38 79 2.65 2.30 4.78 1.20 5872-3412 41 2.9 
W.C. (mil.) ‘59—$30.8; ‘60—$31.9 
CARBORUNDUM CO. ............... 74.2 70.0 6.0 3.8 2.55 1.49 4.52 4.31 8.50 1.60 6014-39" 51 3.1 
W.C. (mil.) ‘59—$52.7; ‘60—-$54.9 | 
| 
CONSOLIDATED LAUNDRIES .. N.A. N.A. NLA. NLA. 863 763 2.05 1.62 2.95 1.20 272-20 26 4.6 | 
W.C. (mil.) ‘59—$2.1; ‘60-$1.9 
W.C.—Working capital. 1 6 ths ended J y 31. 324 weeks ended June 17. } 
* Based on latest dividend rates. 2—Year ended June 30. 


TABLE CONTINUED ON NEXT PAGE 


margin. B2 
1—Improved earnings trend. 3—Earnings up from the lows. | 
2—Sustained earning trend. 4—lower earnings trend. | 





anc crushing mills, and vegetable oil refineries. Also, it distributes 
green coffee and makes certain food products. While cotton and coffee 
merchandising involves little investment, profit margins are thin and 
are influenced by world supply and demand, as well as Government 
policies. Nevertheless, the company has oa record of relatively stable 
earning power. Stock offers good yield. B2 


Archer-Daniels-Midland: Basic business is processing and handling agri- 
cultural commodities. Output includes linseed oil, soybean products, flax 
fiber and other items. Also, conducts flour milling and grain storage 
business. Chemical processing operations include paints, resins and plas- 
tics. Program of product upgrading and diversification. Near-term 
growth limited but dividend yield good. B2 


Bausch & Lomb: Ophthalmic products represent about one-half of total } 
sales. Operations are integrated as the company produces nearly all of 
its glass requirements. Other products include a wide range of scient fic 
instruments, lenses and reflectors, as well as certain consumer products 
Also, ¢ number of specialized, precision optical components for missiles 
and rockets are made. Earnings have tended to stabilize in recent | 
years. Potential stock dilution from conversion of senior securities. B2 | 

} 

} 


Carborundum Co.: About two-thirds of total sales represented by 
abrasives, including grinding wheels and sandpapers, with balance 
derived from silicon products used in electrical appliances. Business 
depends primarily cn activity in durable goods industries. Foreign 
operations growing. Research in non-abrasive products increasing. B2 


Consolidated Laundries: Linen supply business in noriheastern§ states 
represents about two-thirds of total sales, with balance accounted for 
by laundering, dry cleaning and related activities. Despite keen ccm- 
petition, earnings have been relatively stable. Company seeking to 
extend service area. Regular 30 cent quarterly dividend covered by fair 





























term does not imply that such issues lack merit. On 
the contrary, it only indicates that the products or 
activities of these companies are narrowly special- 
ized. In this category are such diverse companies as 
American Hospital Supply, Anderson Clayton, Hertz 
Corp., International Salt, Mergenthaler Linotype, 
Outboard Marine and Simmons Co. For the benefit 
of our readers, this article includes statistical tables 
showing sales, earnings, dividends and prices of the 
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32 unclassified stocks. Our comments on each stock, 
following the tables, present an accurate but con- 
densed picture of the business and prospects of each 
company. In several instances, where there appears 
to be a definite element of risk, this is pointed out 
in our comments. Because of their miscellaneous 
character many of these issues tend to be overlooked, 
and our comments should be of timely interest to 
investors. END 
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a ; Leen EE EERE Neen 
m } 
Survey of 32 Unclassified Stocks—(Continued) 
b Ist 6 Months-—————_ ——— ——Full Year———-_ Indic. 
iv. | Net Profit Net Per Earned Per Cash 1961 Price Div. | 
eld Net Sales Margin Share Share Earn. Div. Range Recent Yield | 
% 7 1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price w 
———{(Millions) % % 1960 ° 
O% CROWN CORK & SEAL ............ $61.3 $64.1 2.2% 3.4% $1.25 $2.01 $2.39 $3.15 $6.04 11934-2814 109 os 
C. (mil.) ‘59—$18.0; ‘60—$25.1 
. DIAMOND NATIONAL .......... 113.55 108.25 6.2 = 6.0 1.525 1.38% = 2.31 2.69 5.19 1.60 4778-29 42 3.8 
1C. (mil.) ‘59—$60.6; ‘60—$69.0 | 
| on = _ | 
s ii 
ASTMAN KODAK ................... 417.2! 414.3! 10.7 11.9 1.43! 1.29! 3.24 3.30 4.41 2.25 136'4-94 100 2.2 
C. (mil.) ‘59-$355.9; ‘60—$374.5 
8 ~ — _ oo 
ANSTEEL METALLURGICAL .... 16.3 15.8 7.7 4.6 1.44 .80 3.05 2.09 4.38 1.00 69'4-44'2 44 2.2 
——_ | C. (mil.) ‘59—$15.4; ‘60—-$16.3 
) | - - — — = - — ee 
Oe 32.5 29.8 5.3 3.5 2.15 1.29 4.45 3.13 5.14 1.60 6778-35'2 44 3.6 
1 ; 1.C. (mil.) ‘59—$16.7; ‘60—$18.5 
. i — ‘ — | 
4 a N.A. N.A. N.A. NLA. 1.08 81 2.74 1.97 2.77 1.20 3958-25 25 48 
9 C. (mil.) ‘59—$19.8; ‘60—$20.7 
ee 305.12 333.5- 2.4 2.4 2.05° 3 2.00" 2.66 2.05 3.44 1.60 4034-2534 38 4.2 
q C. (mil.) ‘59—$84.8; ‘60—-$102.5 
— — —— - — — “ . | 
— I sinantinnenictcnninnins 110.1 123.7 15.6 15.9 1.84 2.11 3.34 3.98 4.32 3.00 126'2-59 125 2.4 
6 } V.C. (mil.) ‘59—$50.7; ‘60—$55.7 
| . ia -_ — eS - — - — — 
ee 19.2 19.7 5.4 5.3 3.64 3.83 6.35 7.69 8.29 4.00 1892-76 178 2.2 
| /.C. (mil.) ‘59—$63.9; ‘60—$73.8 
ee CI: cnctnniistncntnintnncineninin 60.8 66.7 44.7 3.5 88 .68 1.79 1.92 10.54 1.30 6858-38'2 54 2.3 
C. (mil.) ‘59—$d.1; ‘60—$1.6 
putes ———— eis ———————— > - 
ffee | 
“aa | TERNATIONAL SALT ............ N.A. N.A. N.A. NLA. 4.75 3.39 8.83 8.44 12.54 4.50 139'2-91'2 98 45 
ment | .C. (mil. ‘59—$12.5; ‘60—$13.4 
table anmnsan Se ——— — 
W.C.—Working capital. 124 weeks ended June 11. *__Quarter ended Mar. 31. 
agri- ** Based on latest dividend reports. 2_Year ended July 31. 594 weeks ended June 18. 
flax © —Deficit. 3__Estimated. 
~ TABLE CONTINUED ON NEXT PAGE 
term __ —s pce SS eee — ee 2 
' Crown Cork & Seal: Relatively small producer of metal containers, closures lubricating oils and for other purposes. Greater part of output sold to 
nok | end packaging machinery, with sharp earnings recovery due to reorgani- petroleum refiners. Competition keen, especially from synthetic type 
: fi | zation and expansion program. Proposed merger with 51% owned cotalysts, and close pricing policy has depressed earnings. Fair coverage 
- “oy Crown Cork International would substantially improve earning power. of reduced 30 cent quarterly dividend 
nile. Resumption of cash dividends possible. B1 
ssiles | ; Genesco Inc.: Formally General Shoe Corp., company is leading shoe 
ecent | Diamond National: Known for years as Diamond Match and recently manufacturer. Output is sold under well-known trade names, in part 
_ B2 | as Diamond Gardner, company now obtains larger part of sales from through owned retail stores. Active expansion program into new fields 
molded pulp, folding boxboard and other packaging products. However, including women’s lingerie and men’s clothing. Controls Bonwit Teller, 
| by | lumber operations and production of matches still important. Although Henri Bendel, Tiffany and other prestige stores. Aggressive manage- 
lance | past earnings record is unimpressive, longer term outlook is favored by ment. 
iness expansion of packaging operations and a stronger competitive position. 
reign Dividends should hold at 40 cent quarterly rate. 82 Gillette Co.: The leading manufacturer of safety razors and blades, these 
B2 ci ; ’ products and shaving cream represent about two-thirds of total sales 
Eastman Kodak: The leader in photographic products, including cameras, Demand for the new Super Blue Blade is increasing. Toni Co., subsidiary, 
tates | film and related equipment. Also, important manufacturer of cellulose is the leading producer of home wave kits and important in cosmetic 
i for | products such as acetate yarn and plastics, as well as chemicals. products. Paper Mate pen division growing. Foreign operations of 
ccm- Military items include fire-control instruments and other products. Com- Gillette represent important part of earnings. Plans 3 for 1 stock split- 
g to pany emphasizes research and development of new products. Long up. Year-end extra dividend increased from 50 cents to 80 cents. Al 
foir record of growth in soles and earnings. High-grade investment type 
issue. Al Hershey Chocolate: Largest producer of chocolate and cocoa products 
Consumer items represent about 80% of sales. Now considering adver- 
Fansteel Metallurgical: A leading producer of refractory metals made tising products for first time. Long record of growth in sales and earn- 
from purchased ores, including tantalum, tungsten and molybdenum. ings, with uptrend continuing. Dividend payments increased each year 
ws. | Company fabricates part of metc! output into products such as electrical since 1954. Al 
contacts and carbide tools. Also produces selenium and silicon recti- 
| fiers. Competition in various lines has become intense. Near-term Hertz Corp.: Major factor in passenger cor and truck rental business 
——— earnings outlook clouded. C4 Also, company licenses independent vehicle rental and leasing operators 
x : Incidental services include operation of garages, parking lots and gaso- 
Ferro Corp.: While relatively small in size, company is the leading pro- line service stations. Company has insurance subsidiary and has entered 
stock, jucer of porcelain enamel frit, used on plumbing fixtures, home appli- growing “rent all” field. B1 
ances and industrial products. Also, fiber glass is produced under ; : : 
con- license from Owens-Corning Fiberglas, the fastest-growing segment of International Salt: Company is a leading producer of rock salt, widely 
- pac] he business. Relatively stable earnings record over a period of years, used in chemical processing and other industries. Also, makes evaporated 
eacil iIthough margins have been under pressure recently. Expanding on West salt, used on the farm and in the home. Owns rock salt mines, with 
pears Coast, mainly in fiber g'ass. B2 reserves estimated at a 60 year supply. Although sales have shown 
] " . growth, earnings have been relatively stable in recent years. Recently 
d out Filtrol Corp.: Producer of petroleum cracking catalysts used in refining acquird a food products company as first step in diversification. A2 
neous . 
oked, RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—arnings up from the lows. 
ast to B—Good grade. D—Unattractive. 2 —Sustained earning trend. 4—lLower earnings trend. 
END § [ _ — 
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Survey of 32 Unclassified Stocks—(Continued) if 
Ist 6 Months———————_—— ———Full Year————_Indic. 
Net Profit Net Per Earned Per Cash 1961 Price Div. 
Net Sales Margin Shares Share Earn. Div. Range Recent Yield 
1960 1961 1960 1961 1960 1961 1959 1960 PerShare PerShare 1960-61 Price % : 
- —{Willions)— - % % 1960 e 
MERGENTHALER LINO .............. $34.6 $37.4 9.9% 9.5% $1.47 $1.48 $1.20 $1.78 $2.27 $.80 35 -14'2 30 2.6 a 
W.C. (mil.) ‘59-$38.8; '60-$37.9 _ q 
sieamnies — eniniinsiniatiibanents _ — — Ee sil 
MINN. MIN. & MBG. ............... 263.0 290.7 12.3 11.7 -63 .67 1.25 1.38 1.79 .60 88 -54 73 8 3 
W.C. (mil.) ‘59—$139.7; ‘60—$146.5 
OUTBOARD MARINE ............... 134.3 106.0 7.9 4.5 1.34 .60 1.76 1.56 2.05 -80 3714-18 19 4.2 
W.C. (mil.) ‘59—$55.3; ‘60—$65.1 
Te 64.0 64.1 7 42 24 «4.08 1.76 41.38 56 — 28%-12 14 
W.C. (mil.) ‘59- $37.1; ‘60-$29.6 © TI 
aes oc _—aiat~e es ——— = is ne 
I AIT: cnnastnscarnmpaccoeneeta 73.1 71.0 1.6 1.7 .68 71 2.37 1.23 5.15 1.00 30 -16 22 4.5 120 
W.C. (mil.) ‘59—$35.0; ‘60-$34.4 are 
SIMMONS CO. ............... 66.6 58.1 3.1 1.7 1.82 .88 5.38 3.35 4.96 2.40 6012-40 49 4.8 may 
W.C. (mil.) ‘59—$46.0; ‘60-$41. 2 —— ——— The 
SINGER MFG. CO. 245.6 2751 34 40 1.90 247 412 444 7.31 260 1913%-51% 103 2.4 thou 
w.c. (mil.) ° 59 -$332.4 4; “60- -$325. 3 conc 
a : oe ee _ St eee = 1. 
UNITED FRUIT ....... ee | CU N.A. NLA. NLA. 70 76 1.30 25 2.34 .50 3114-1478 25 2.0 9 
Ww. Cc. +~ (mil. ) ‘59 $32. 9; ‘60 -$38.3 2 : 
UNIVERSAL MATCH ................. 52.4 50.5 7.6 4.3 -80 43 1.19 1.20 1.64 .60 8034-2834 35 1.7 s J 
w.c. (mil.) “5 ‘Ss? $14.0; — $19.2 , 
panadedes i - momen ee m 
VANADIUM CORP. ee 32.1 24.9 4 4 .04 .02 1.62 d 83 1.50 .40 3434-1538 22 1.8 4, 1 
w.c. (mil.) ‘Ss? $27.5; ; “60 $26.9 ' 
“ - = cme wit Simca 5. OS 
WESTERN UNION .................... 112.5! 115.3! 4.2 3.3 751 59! 2.59 1.80 5.05 1.40 57 -38'4 40 3.5 « . 
W.C. (mil.) ‘59—$34.9; ‘60—-$32.8 
| WRIGLEY (W.) JR., CO. a GBS 51.7 9.5 10.8 2.40 2.85 5.13 5.21 6.49 4.50 129 -78 124 3.6 
W. c. (mil. ) ‘59- $53. 5; "60-$55. 6 “As 
. ° 1 7 whic! 
W.C.—-Working capital. 5 months May 31. oon 
*__Based on latest dividend reports. ales 
| d—Deficit. Choco! 
| ne ee nai : 176. 3 
| Mergenthaler Linotype: Outstanding position as manufacturer of type new products. After unimpressive record for a number of years, the purel 
| setting and composing room equipment with worldwide market. Linotype trend of earnings has turned upward. The outlook is favorable. Possible that if 
| products represent over 80% of total sales, with balance consisting of increase in 65 cent quarterly dividend if profit improvement continues 
| printing equipment and other items. Has entered fast-growing photo a% expected. Al lam a 
typesetting field. Plans to produce automatic pinsetting machines for ; ; tal ap 
bowling alleys. B1 United Fruit: The largest producer of bananas, with plantations in would 
: ; Central and South America. Also operates large fleet of steamships. 
Minnesotce Mining & Mfg.: Wide range of products, including Scotch Declining trend of earnings in recent years due to various adverse 
tape, abrasives, adhesives and coatings, as well as graphic and elec factors, ‘including confiscation of Cuban sugar properties last year. New 
trical products. Also, manufactures magnetic tape. Strong emphasis on managemen: is attempting to brooden base of operations. Company has + Her 
research and development of new products. Outstanding record of entered field of vacuum-freeze food dehydration. While earnings decline ») : 
growth in sales and earnings. Stock sells at relatively high price-earn- appears to have been arrested recently, substantial recovery cannot - arge S 
ings ratio with low yield. Al ye: be assured. B2 © chocol 
Outboard Marine: The leading producer of outboard motors sold under Universal Match: Company, the largest producer of specialty-type match compa 
well-known trade names. Some diversification in small powered vehicles books, has expanded rapidly into diverse fields including cigarette vend- A 
While company benefitted from expansion in pleasure boating in recent ing machines, coin-handling devices, missile launchers and other military are it: 
years, this field has become highly competitive. Recent earnings decline items, mainly through acquisitions. The proposed merger with Universal ] t P 
reflects higher costs and lower sales. B4 Controls has been postponed indefinitely. Difficulties in consolidating ate 
- various operations and other factors have led to sharp decline in recent break 
Rheem Mfg.: Widely diversified producer of automatic storage water earnings. Despite the decline in price of stock, near-term earning power ’ 
heaters, central heating and air-conditioning equipment, steel shipping is still copitalized at high level. B84 compa 
containers, plumbing fixtures, automotive equipment and certain elec- : 
tronic products. Although realignmen: of operations is in process, near- Vanadium Corp. of America: Company produces ferroalloys used in ate, | 
term outlook indicates only nomina! earning power. C4 steel industry. Also, mines chromium, vanadium and uranium, and pro- inst: in 
. : . : ' f duces silvery pig iron and silicon metal. Profits have fluctuated widely, 
Scovill —_: A no epi a So. as they depend largely on volatile alloy steel industry. Near-term out Svitami 
tures varied products including tire valves, . ’ | h k 
various appliances for home and commercial use. Brass mill operations ook unimpressive, although dividend may hold at 10 cents quarterly. C4 = troduc 
but aang Ah Bh. "alien te coon oo ond Giuieate Western Union: Nationwide telegraph service and worldwide communi- ssumer 
unprofitable operations 3 cation services by telegraph, cable and radio. Earnings record unim- h . ] 
P pressive but prospects favored by increasing demand for leased wire chocol 
Simmons Co.: Dominan? position in bedding trade, maintained through and data-processing services. Competition in communication field is humbe 
emphasis on quality and heavy advertising. Some diversification thrcugh keen. Dividend coverage narrow. Recent rights will result in stock 
entry into upholstered living-room furniture and hospital products. Record dilution. B4 compa 
of relatively stable earnings. However, recent results affected by s'ow ; ‘in e 
demand for home furnishings and expense of realigning operati-ns Wrigley (W.) Jr.: World’s largest manufacturer of chewing gum. Prod- ng 
Querterly dividend of 60 cents may hold but is not assured. B4 ucts sold under widely known brand names. Foreign operations impor- cho ‘ol; 
tant. Record of growth in sales, with relative stability of earnings in 
Sinaer Mfg.: Tho largest producer of sewing machines. Manufacturing re-ent years. Sharm improvemen? in second quarter earnings due in part butter 
ond «a'e- activities on worldwide basis. New management policies have to cutback in advertising outlay. Strong cash position and liberal th 
successfully met competition, increased operating efficiency and develcped dividend policy. ne ¢ 
—__—_— ——--—- = - ——___—_—_—_—— ————— scream 
RATINGS: A—Best grade. C—Speculative. 1—Improved earnings trend. 3—£arnings up from the lows. festima 
B—Good grade. D—Unattractive. 2—Sustained earnings trend. 4—Lower earnings trend. ucts re 
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The Personal Service Department of THE MAGAZINE OF WALL STREET, 


120 

are 
may 
The 
thou 
cond tions: 


Vall St., New York City 5, N.Y., will answer by mail or telegram, 
sonable number of inquiries on any listed securities in which you 
be interested or on the standing and reliability of your broker. 
service in conjunction with your subscription should represent 
ands of dollars in value to you. It is subject to the following 


1. ‘tive all necessary facts, but be brief. 


ntervals. 


9. Confine your requests to three listed securities at reasonable 


3. No inquiry will be answered which does not enclose stamped, self- 


widressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


nvelope. 


5. Special rates upon request for those requiring additional service. 





Hershey Chocolate Corp. 


“As subscriber to your Magazine, 
which I consider intensely interesting, 
Il would appreciate your advice as to 
whether I should purchase Hershey 


Chocolate at its current price of about 
176. My broker recently recommended 
purchase of this stock. However, I note 
that 1¢ has advanced sharply in price. 
lam a longer term investor, with capi- 
tal appreciation my main objective. I 
would value your oninion.” 
L.M., Portland, Maine 
Hershey Chocolate Corp. is the 
largest domestic producer of 
chocolate and cocoa products. The 
company’s best known products 
are its milk chocolate and choco- 
late almond bars, as well as 
breakfast cocoa. In addition, the 
company produces baking choco- 
Hlate, hot chocolate powder and 
Ninstant cocoa mix, including a 
vitamin fortified type of mix in- 
‘troduced in 1959. Other con- 
Ssumer items produced include 
chocolate fudge topping and a 
number of candies. Also, the 
‘company makes chocolate coat- 
‘ings and syrups, unsweetened 
chocolate, cocoa powder, cocoa 
butter and chocolate fudge for 
ithe confectionery, baking, ice 
scream and other industries. It is 
jestimated that consumer prod- 
jucts represent about 80% of total 
jsales, with bulk chocolate and 
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cocoa products accounting for 
15% and chocolate coatings rep- 
resenting 5%. 

The company’s main plant is 
located at Hershey, Pa. and com- 
prises over 30 buildings with a 
total floor area of 50 acres. Also, 
it operates milk collecting sta- 
tions, creameries and miscellane- 
ous facilities employed in the 
chocolate and cocoa business. The 
company has recently launched a 
long-term expansion program, 
including construction of a Cana- 
dian plant. its first outside of this 
country. In connection with this 
program, it is interesting to note 
that the company is considering 
advertising its products. It is one 
of the few producers of consumer 
items which has not advertised 
in the past. 

It should be noted that cocoa 
prices are an important item of 
expense to the company. The 
selling prices of its syrups, coat- 
ings and similar products are 
flexible and can be adjusted to 
reflect cost changes. However, 
the retail price of chocolate bars 
is relatively fixed, although 
changes in size can be made 
within limits. 

The company has a long record 
of growth in both sales and earn- 
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ings and the upward trend has 
continued in recent years. For 
the year 1960, earnings amounted 
to $7.69 per share, compared 
with $6.35 in 1959 and $5.25 in 
1958. For the first 6 months of 
this year, a further gain in earn- 
ings was reported to $3.83 per 
share from $3.64 a year ago. In- 
dications are that, for the vear 
1961, earnings will show at least 
a moderate increase over last 
year. The annual dividend rate is 
$4.00 per share, including a $1.00 
extra paid last December. It 
should be noted that total divi- 
dends paid have increased each 
year since 1954. Current annual 
payments represent a relatively 
moderate proportion of earning 
power. 

There are 2,407,128 shares of 
common stock outstanding, the 
company’s sole capitalization. Ap- 
proximately 70% of the outstand- 
ing stock is owned by the Milton 
Hershey School. Thus, the supply 
of publicly held stock is relatively 
limited and this tends to make 
price fluctuations somewhat 
sharp. From a 1960 low of 76, 
the stock advanced to 18914, the 
high for this year to date. This 
advance of over 100 points in 
little more than one year has been 
particularly sharp. In_ recent 
weeks, the stock has sold off a bit. 
At the current price of about 176 
it is selling at some 22 times esti- 
mated 1961 earnings of approxi- 
mately $8.00 per share and yields 
only 2.3%. Thus, the stock must 
be viewed as rather generously 
priced on earnings and dividends. 
In view of this fact, as well as 
the sharp rise in price mentioned, 
we would hesitate to purchase 
this issue at this time. However, 
on any worthwhile reaction, we 
believe that the stock merits con- 
sideration among other good 
grade issues in the food indus- 
try. END 











Cross-Currents 


Reflecting the generally cau- 
tious mood in the market today, 


limited demand is concentrated 
mainly in conservative income 
stocks, while more speculative 


issues are lagging with relatively 
few exceptions. Among cyclical 
issues, automobile stocks have 
fared relatively well recently, in 
response to settlement of the 
General Motors’ strike. Other- 
wise, the stock groups showing 
better-than-average demand at 
this writing are principally bak- 
ing, finance companies, food 
brands, dairy products, depart- 
ment stores, food stores, electric 
utilities, bank stocks, life insur- 
ance, natural gas distributors, to- 
baccos and soft drinks. Groups 
performing worse than average 
at this time include aircraft, air 
lines, aluminum, building ma- 
terials, copper, drugs, electronics, 
machinery, motion pictures, oils, 
railroad equipment and steels. 


Insurance 

The casualty insurance  ‘tocks 
have been set back considerably 
by the underwriting losses ex- 
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pected to result from hurricane 
Carla and by initial fear—ex- 
aggerated as it has turned out— 
of possible losses from hurricane 
Esther, which has done far less 


damage than did 1960’s hurri- 
cane Donna. As always, per- 
share markdowns in the stocks 


have greatly exceeded per-share 
shrinkage in earnings to result 
from hurricane-damage claims, 
just as prior advances greatly ex- 
ceeded previously expected gains 
in 1961 share earnings. Points to 
keep in mind are that leading in- 
surance companies are cash rich, 
that gradually growing per-share 
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investment income far exceeds 
underwriting profits—or losses— 
per share, that dividends ar 
geared primarily to investment 
income and are generally secure 
The stocks are not only worth 
holding, they are better buys or 
a price basis when depressed by) 
hurricane troubles than whe 
they are “up there” on hopes that 
underwriting profits might ad 
more or less to consolidated com- 
bined earnings. We retain con- 
fidence in issues such as Contin- 
ental, Aetna (Fire), Glens Falls 
and Reliance. 











INCREASES SHOWN IN RECENT EARNINGS REPORTS 
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1961 

ies iy BRR cceticccnsvececesecsseesoreveenenns 6 mos. June 30 $ .62 $ .51 | 
ne II PIII, ~ sais oetsiniessielasdbinahinniebsiniicsieinieinealinin 6 mos. June 30 1.44 1.17 
Pe I SINUS seicsisscsosnntrnmeennainsennsemininniniais Quar. June 30 1.19 1.11 
North American Cool ..... 6 mos. June 30 34 26 
IY MID oie sciciennctnncenmbaduimaasonnbinlaniie 13 weeks July 1 1.37 1.24 
Panhandle Eastern Pipe Lime ....................cc000 Quar. June 30 88 .67 
RU, TRIN secs ersasniciiscemisianiinaiciamananeann 6 mos. June 30 1.60 1.30 
American Crystal Seger ......ccccccccecccccscsesscscceces Quar. June 30 82 16 
qk eee ecene 6 mos. June 30 1.46 1.26 

| Kern County Land Co. 6 mos. June 30 1.92 1.68 | 
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| the Year To Date 
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At present levels, the following 
stock groups have outgained the 
general market since the start 
of this year by margins ranging 
from substantial to wide: drugs, 
finance companies, electric utili- 
ties (distributors), metal fabri- 
eating, motion pictures, office 
machinery (dominated by Inter- 
national Business Machines), de- 
partment stores, textiles, tires, 
tobaccos, bank stocks and insur- 
ance stocks. On the same com- 
parison, have these lagged im- 
portantly: the air lines, alu- 
minum, building materials, elec- 
tric,il equipment, electronics, 
farm machinery, meat packing, 
ind istrial machinery, oils and 
stee's. 


Lone -Term Comparisons 

1e groups which have exceed- 
ed ll former levels during 1961 
to date are principally: baking, 
finance companies, department 
sto-es, food stores, food brands, 
movies, natural gas distributors, 
offi:e equipment, insurance 
sto-ks and tobaccos, while new 
pos war highs have been attained 
by »ank stocks and electric utili- 
ties. Groups which have remain- 
ed nder earlier highs, mostly at- 
tained in 1956 or 1957 or 1959, 


for the like period of 1960. A 
moderate improvement seems 
likely in the important Novem- 
ber-December holiday season, but 
full-year gains in earnings figure 
to be modest on average. Mean- 
while, the stocks have risen as a 
group about 40% from their 1960 
low and over 100% from the 
1957 low. They are running far 
ahead of earnings prospects. We 
see no reason to think they can 
continue to do so. Some profit 
taking is in order. 


Ford and Philco 


Acquisition of Philco by Ford 
Motor strikes us as nothing to 
enthuse about or to worry about. 
The most that Philco could lose 
this year, and the most that it 
might conceivably net under re- 
vamped management in 1962—or 
for some time thereafter—would 
amount to very small change in 
the Ford income account. Ford 
net income in 1960 was not far 
from 200 times that of Philco, 
and it was about 23 times the 
highest net income Philco ever 
had, which was 18.3 million or so 
as far back as 1953. Previously 
recommended here at consider- 
ably lower levels, Ford stock re- 
cently attained a new high for 
the six years in which it has been 
publicly listed and is currently 











tries, Lorillard, Mead Corp., 
Safeway Stores, San Diego Im- 
perial, Stone & Webster and Sun- 
shine Biscuit. 


Weak 


Issues now performing con- 
siderably worse than the indus- 
trial list include: ABC Vending, 
American Agricultural Chemical, 


Allis -Chalmers, American Hos- 
pital Supply, Aluminum, Atlas 
Chemical, Barber Oil, Blaw- 


Knox, Chain Belt, City Products, 
Collins Radio, Continental Oil, 
Eastman Kodak, Corning Glass, 
Foote Mineral, Lehigh Portland 
Cement, General Instruments, 
Morrell, Motorola, Lily - Tulip 
Cup, Lionel, Masonite, Nafi, 
National Lead, Owens-Corting, 
Reynolds Metals, Richfield Oil, 
Texas. Instruments». Transitron 
and Universal Match. 


Tired 


Among the backward items. > 
one finds some prominent issues 
which now look like “tired old 
growth stocks.’”’ Among them are 
Eastman, Corning Glass, Lily- 
Tulip, National Lead and Owens- 
Corning. There are a number of 
other “leading”’ stocks which also 
look tired. The list also includes 
some issues which were consider- 
ed “glamour” stocks in the not 
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ceil ee aircraft, air lines, alumin- around 107. It is still reasonably —_ too distant past, but which have 
excects” ym. automobiles, auto parts, iced likely 1962 earnings F - 
losses—§) building shestaie pet priced on likely ivoe earnings been largely deglamourized. 
is are ing materias, chemica's, above $10 a share, and it still has = These include Motorola, Nafi 
as art’ copper, electrical equipment, ., -obable dividend boost and Tos + ea etn. 
stment : - a probable dividend boost ant Texas Instruments, Transitron 
estment” farm machinery, metal fabrica- . lit ahead. Stav with holdings a 
secure 4; - : ; . split ahead. Stay wi oldings. and Universal Match. Here, too 
secure ting, oils, paper, railroad equip- many others which are apparent- 
worth” ment (the 1929 high still stands Strong Stocks ly “over the hill” re An een a 
buys Oh for this one), railroads, steels, Stocks reflecting above-average sepularity could be cited . 
ssed by textiles and tires. demand at this writing include: : ' 
1 whel . Associates Investment, Amerace, Vigorous 
pes thai —— Addressograph, Beneficial Fi- Fortunes can be made in ob 
° e ° . : « - 
rht add Monthly or weekly variations nance, Associated Dry Goods, oom email companies which are 
ed com. do not alter the fact that retail American Enka, Borman Food destined yh erent growth But 
in con trade has lagged behind the busi- Stores, Borg-Warner, Chrysler, stay tim nsieiliinan is wey hich 
Contin-§ 28s revival to date. Department Ford, Collins & Aikman, Federal- The primary questions te pon 
> stores sales so far this year have Mogul-Bower, Firestone, Gillette, — she gla haces 
is Falk averaged only 1% higher than  Harris-Intertype, Litton Indus ble choices are whether growth 
. & . oo vom, & : has been vigorous over a suffi- 
cient test period, whether it is 
———- | continuing at present, whether 
tl DECREASES SHOW IN RECENT EARNINGS REPORTS prospects appear favorable for 
1961 1968 the foreseeable future and also 
1960 ])]) Lowenstein (M.) & Sons. ............ Quar. June 30 $.13 $.65 whether price-earnings ratios 
$ 51 | | Columbia Broadcasting System 6 mos. July 1 1.09 1.47 are still fairly reasonable, even 
1.17 | | Electric Storage Battery  ............cccceeeeeeeees Quar. June 30 64 75 though they are, of course, above 
V.UT BRT Spiegel, bene. .........ccecsecssrssssrsssssessessensersnsensecs Quar. June 30 34 89 average. A few stocks which 
26 1H | Oe I, I sieisonarssienisntastnttciantetinnneesesasniinnentatenians 6 mos. June 30 43 79 meet these requirements are 
1.24 | Signode Steel Strapping ................ccc000- 6 mos. June 30 55 81 Bobbie Brooks, Spartans Indus- 
67 | Se EE ae ae ieciianishaed 6 mos. June 30 58 -96 tries, Emerson Electric Mfg., 
1.30 | Re, GN Te GI  secicssistisantneninnniiinidntsinsen 6 mos. June 30 1.26 2.27 | North American Car Corp., Pa- 
16 | Ramminge Theda GRD cecceectcecerenccscsscessoccnsensens Quar. June 30 49 61 | percraft Corp., Rexall Drug & 
1.26 Tennessee Gas Transmission .................:000+0+ Quar. June 30 17 28 | 
| (Please turn to page 108) 
1.68 13 — — eee 
—— 
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Business r80 TT pe 
170 INDUSTRIAL PRODUCTION ! 7 1% 
Trend 160! rae Index 1947-1949 = 100) nr, | Lan 
150} . TAN -" 115% 

| el PP i | } 
Forecaster ~ Qe / Ab. Gl 2) a eee 
13 | | oe 13 
wm / ~_f7 THE TREND | \ = a 
INTERESTING TO ao = ~ [A FORECASTER’ - . im 
NOTE — Sharp di- ne | | | } a” 
vergence between 100} + + —— 
industrial output 90 | = = | leo 
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and underlying busi- 
ness trends in early 
1960, denoting heavy 
accumulation of in- 
ventories, 





J 1951 1952 J 1953 





RELATIVE STRENGTH MEASUREMENT * 




















1954 J 1955 J 1956 J 1957 J 1958 1959 J 1960 J 1961 








* Latest figures are preliminary. 


W in the many revolutionary changes in our economy, 
it was evident that various indicators previously used should 
be dropped and new ones substituted, in order to more accu- 
rately forecast developing business trends. 





COMPONENTS OF TREND FORECASTER t 
NEW INCORPORATIONS (b) 


161 4 (Hundreds) 
% ee@rees %, 
ORY leeks "ee 


‘STOCK PRICES | 
(M.W.S. INDEX) 





























4) 
(1925 Close — 100) 
DURABLE C00 - NEW ORDER - 
Ps aor (1947 . 0) | J 
14.27 Ned , A 
RAW INDUSTRIAL mall 
M4 | — PRICES may | a2 
40.5 NX AVERAGE HOURS WORKED 40.0 
— a, (Hours Per Week) 
°°" | BUSINESS FAILURES - LIABILITIES ) 
al (Millions of Dollars — Inverted) - 
To pe oe ile *. | 
HOUSING STARTS 15.4 
. ei. _— 7 i = 
1.32 
wal NONRESIDENTAL 1.6 











. 2 | CONSTRUCTION CONTRACTS (a) (Billions of Dollars) | 
JFMAMJJASOND JFMAMJJASON 
= 1960 > 1961 
at nr te A TT SS I SERN eH 
(t)—Seasonally adjusted except stock and commodity prices. 


‘a)—Computed from F. W. Dodge data. 
(b)—Computed from Dun & Bradstreet data. 
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This we have done in our Trend Forecaster (developed 
over a period of several years), which employs those indicators 
(see Components of Trend Forecaster) that we have found to 
most accurately project the business outlook. 

As can be seen from the chart, industrial activity inv itself 
is not a true gauge of the business outlook — the right answer 
can only be found when balanced against the state of our 
economy. The Trend Forecaster line does just that. When it 
changes directions up or down a corresponding change in our 
economy may be expected several months later. 

The depth or height of the developing trend is clearly pre- 
sented in our Relative Strength Measurement line, which re- 
flects the rate of expansion or contraction in the making. 
When particularly favorable indications cause a rise that 
exceeds plus 3 for a period of time, a strong advance in gen- 
eral business is to be expected. On the other hand, penetra- 
tion of minus 3 on the down side usually precedes an im- 
portant contraction in our economy. 

e believe that subscribers will find our Business Trend 
Forecaster of increasing usefulness both from the investment 
and business standpoints. 


Current Indications of the Forecaster 


Latest readings of the components of the Trend 
Forecaster reveal that some of the indicators have 
recently turned down and as a result the Relative 
Strength Measure has stopped advancing for the 
time being. The series that have declined enough 
to affect their intermediate trend, are stock prices, 
housing starts and business failures (inverted). 


Hours worked dipped slightly in the latest period, | 


but not enough to affect their intermediate trend, 
while prices of raw industrial commodities moved 
sidewise. Other components of the Forecaster, how- 
ever, have continued to climb. New orders have 
been rising steadily, nonresidential 
contract-awards have turned strong and new incor- 


construction § 


porations have reached their highest level in almost’ 


a year. 

The Relative Strength Measure reached a peak 
in July and has dipped slightly since then, but is 
still above the plus 3 level and continues to signal 
a further advance for business at least until Spring. 
The measure should be watched closely, however, s 
a further decline would indicate that the economic 
recovery was losing some of its steam. 
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CONCLUSIONS IN BRIEF 


PRODUCTION—Rise in output since Labor Day has ex- 
ceeded seasonal expectations in most lines. Steel, paper- 
board, electric power, all have shown good gains. Auto 
production disrupted by recent General Motors strike, 
but car makers are now striving to push car output up 
sharply in the weeks ahead. 


TRADE—Overall consumer spending still in doldrums, 
with inadequate supply of 1962 cars responsible for 
much; of the lag. Look for good gains in this area as 
new model autos finally become plentiful. 


MONEY & CREDIT—Better tone evident among higher 
grade corporates as pension funds and institutions bid 
aggressively for limited supply of new issues. Improved 
corporate liquidity and relatively moderate level of 
capi al spending and inventory investment may limit 
corporate borrowing needs and thus keep bond yields 
relatively low for some months to come. 


COMMODITIES—Sensitive commodities generally easier 
in recent weeks, with foreign competition exerting 
pressure on price levels. Prices of manufactured products 
generally remain stagnant but some firming expected 
soon, as increased consumer demand takes hold. 














































































































































































































MONEY AND BANK CREDIT 
oe (All Commercial Banks) 
MTT TITTTTTITT Tit 
TOTAL LOANS & INVESTMENTS = 
| (Scale Left) 4 
200 my pt 
_ 
v4 
190 « 
Ae 1 
180 ACTIVE MONEY SUPPLY* |}; 150 
Seasonally Adjusted 
(Scale Right) 
120 = 140 
110 A | +44 130 
TOTAL LOANS r 
100 1 — — l 
TTT ty 
INVESTMENT IN U.S. GOVERNMENTS 
(Scale Right) 65 
Led 
x 55 
JEFMAMTIJ ASONDJFMAMJJASON 
— 196) _ 





OCTOBER 7, 1961 




























































































BUSINESS ACTIVITY 
- M.W.S. Index meee 
| | | 
330}— ‘2 ee Pe 
4 ) J | 
320} a af 
ie JV) 
NWA4n 
310}—+— fru —_li| | 
2 rg & 4 a a | 
x P hei ‘hn 
300 a 
| li 
290 aT + : 
rte 
20 aan 
: d 
rf vile 
‘ A _] f* - | | | ¥ 
270 an) = | 
\ f | | 
260}—+— Wt +—+—+ +} 
Y | 
| | 
259 JAN__ MAR MAY JULY SEPT NOV 
FEB APR JUNE AUG OCT DEC 
HE Fall season has usually been a period when 


realism regarding business prospects replaces 
the hopes and expectations that flourish during the 
Summer, and this year is no exception. The trend 
as shown by key indicators in recent weeks has 
brought increasing realization that business recov- 
ery from here on out will probably proceed at a more 
moderate pace than we enjoyed in the earlv months 
of the upturn. Although the seasonal pickup that 
usually takes place after Labor Day has arrived on 
schedule for a number of major industries, there 
are some areas where the pace of advance has either 
slowed or actually turned down. 

The sectors that have begun to look a little tired 
are generally the ones that have worried business 
analysts for some time. Prospects for the homebuild- 
ing industry, for example, have been clouded by the 
low rate of marriages and the rising number of 
vacancies. Although housing starts had experienced 
a sharp rebound from their December lows, they 
have now been receding for two months and this 
raises doubts regarding the further contribution to 
recovery that can be expected from this sector. The 
wide-spread profit squeeze also seems to be taking 
its toll among marginal companies, and as a result. 
business failure liabilities in August were back to 
the extremely high levels of early 1961. Some ques- 
tions have also been raised as to whether the in- 
crease in capital spending, indicated by the govern- 
ment’s latest survey, will prove to be more than 
temporary. The barometric figures on business ap- 
propriations for capital expansion fail to provide 

(Please turn to the following page) 
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Latest Previous Year 
THE MONTHLY TREND mim . oe = PRESENT POSITION AND OUTLOOK 
INDUSTRIAL PRODUCTION® (FRB) ........ 1947-'9-100 | Aug. 171 170 165 assurance of a sustained recovery — 
Durable Goods Mfr. .....ccscssesssesssesseeens 1947-'9-100 | Aug. 176 174 169 in this field. The gains in appro- 
Nondurable Goods Mfr. .....ccsssesseessee: 1947-'9-100 | Aug. 168 167 162 priations so far this year are con- 
a aati id cialis 1947-'9-100 | Aug. 130 129 129 centrated in nondurables and pub- 
aeeneenmaeeenn lic utilities, while allocations ly GRO 
RETAIL SALES* $ Billions | Aug. 18.1 18.1 18.2 makers of hard goods are still ru.- Pe: 
Durable Goods $ Billions | Aug. 5.5 5.5 5.8 ning below actual outlays. As a P 
Nondurable Goods .....csssssescssessessseeene $ Billions | Aug. 12.6 12.5 12.4 result, the backlog of funds th it “n 
ee 1947-’9-100 | Aug. 150 151 144 have been set aside by duratle | 
—— goods industries for expansion pr )- 
MANUFACTURERS’ grams is still declining and tlis pans 
Now Orders—Total*® .......ccc ere $ Billions July 31.2 31.1 29.2 militates against any broad aid . 
Durable Goods ...........csessseesseesseesnees $ Billions | July 15.0 14.9 13.8 sustained advance in capital ovt- s 
Nondurable Goods ......ccsssssssssseeseees $ Billions = July 16.1 16.2 15.4 lays as a whole. , 
er ee ne $ Billions July 31.1 30.9 30.4 Even consumer spending—whe ‘e ae: 
IID siincrnceninsensinennncstinicied $ Billions July 14.8 14.7 14.7 hopes of imminent improveme:t co’P 
Nondurable Goods $ Billions July 16.3 16.2 15.7 are wide-spread—has thus fir Cor 
naa -—a failed to get out of the rut of r>- aa 
BUSINESS INVENTORIES, END. MO.* . |$ Billions = July 91.8 91.5 93.4 cent months. Backward auto salvs 
SII ssssisssiccces bite bitaitensptenciiatias $ Billions July 53.6 53.4 54.9 have accounted for a good deal of 
Wholesalers’ $ Billions July 13.5 13.5 13.0 this lag. However, the expect \- PL’ N 
SEIT scccihininiecicnicisnrenianntinaiahinenienenstaniens $ Billions July 24.7 24.6 25.4 tions are that the introduction «f 
RE, SHRI BROEIS seneseceecescrevensesseveneens 1947-'9-100 | July 166 164 167 the new models wil trigger tle 
CONSTRUCTION TOTAL—# ....ccccccsssneee $ Billions | Aug. 58.3 58.2 55.8 —_ —— increase in consumer j 
TE Sisscticeshstceaestisibiasasaeneicdlenninlinacinainnninetiak $ Billions Aug. 41.3 41.3 39.5 comanc Or new cars. Sales will 
oo undoubtedly revive from recert -_—— 
III -suvctsssicatssieiatiingiinieaneimoantiial $ Billions Aug. 23.4 23.3 22.4 wet ly d ssed levels. but ti M/S 
RSS $ Billions | Aug. 17.9 18.0 7.1 Severely depressed levels, Du e M\’S 
extent and breadth of the rebound 
Housing Starts*—o .........ccccsseceeesseeeees Thousands Aug. 1317 1338 1355 in overall s ew Tew Ste +! 
ssigijet ha all spending by the publ Av 
Contract Awards, Residential—b ....... $ Millions Aug. 1589 1502 1433 still remains to be seen Paver 
ID scchchincteinsiotiionniiieti $ Millions = Aug. 1954 2027 1862 If cur analysis thus far has ey 
aaa. stressed the negative factors in the | | | f* 3: 
ee Millions Aug. 68.5 68.5 68.3 business picture, let us make t Enc in 
iene Millions pang 53.4 53.3 53.1 clear that the areas of economic Dear 
Seceieneat Millions pn 8.8 87 8.5 strength are still predominant and a 
Trade* _| Millions ion, W7 W7 11.8 that further recovery lies ahead, — - 
federy* Millions pune 11.9 12.0 12.2 although at a more leisurely pace *Seas 
Hours Worked* Hours Aug. 40.0 40.1 39.8 than in recent months. dispo 
Hourly Earnings ..........+000+0 .. | Dollars Aug. 2.34 2.35 2.27 Rising government outlays wi l mtn 
Weekly Earnings... Dollars Aug. 93.83 94.00 90.35 play a large part in further stim ” — 
r - —_— lating the economy, but the private 
PERSONAL INCOME* $ Billions Aug. 419 421 405 sector also provides evidence of — 
Wages & Salaries ...........ssssssssseeessseees $ Billions | Aug. 283 282 273 underlying strength. “a ¢ 
Proprietors’ Incomes $ Billions Aug. 61 61 60 New orders for durable goods oe 
Interest & Dividends $ Billions Aug. 42 42 4) have risen for seven months in a comer 
Transfer Payments .......000-csseseseneeee $ Billions Aug. 32 35 29 row and are at the highest level in 4 Ag 
3 Air 
Rs IIIS inisssicniceeneseincteanennnimainsion $ Billions Aug. 17 17 17 more than two years. They are 10 Ai 
sa fae also well above shipments and as a 7 Ai 
CONSUMER PRICES 000.......s.cecccscccsseeesnee 1947 ‘9-100 Aug. 128.0 128.1 126.6 result order backlogs are now in 4 Ah 
PIRI sccisnsnstenesenscesnisnenscneresemsnnanatnesninii 1947-'9-100 | Aug. 121.2 122.0 120.1 a healthy uptrend, providing basic 5 An 
Clothing .... wnee te | Aue. 109.9 109.9 109.3 | support for further increases in ca 
Housing | 1947-'9.100 | Aug. 132.3 132.4 131.5 output. 3 Be 
MONEY & CREDIT Pesta’ : Demand for paperboard, which 4 te 
Active Money Supply*—v  ........00 $ Billions Aug. 141.4 141.6 138.6 regularly leads business in general, 3 Co 
Bank Debits*—g | $ Billions Aug. 102.4 100.7 99.0 has moved up sharply, with new 4 Co 
Business Loans Outstanding—c, uv .. | $ Billions Aug 31.5 31.3 30.9 orders reaching an all-time high 9 Co 
instalment Credit Extended*—u al $ Billions July 4.0 4.1 4.2 in August and showing further 5 Co 
Instalment Credit Repaid*— ........ $ Bilhons July 4.0 4.0 4.0 strength in recent weeks. In the + 
rin sizable nonresidential construction 5 De, 
FEDERAL GOVERNMENT industry, contract awards, which 5 Dri 
Budget Receipts $ Billions July 3.0 10.7 3.1 had been dragging for a long time, 5 Ele 
Sudget Expenditures $ Billions July 6.3 7.9 6.2 have recently begun to move high- 3 Fin 
Defense Expenditures ................cc00+ $ Bilhons luly 3.4 46 3.5 er, foreshadowing increased out- i: 
Surplus (Def) cum from 7/1 ........0000+- $ Billions | July (3.3) (3.9) (3.0) lays in this field. Pets 
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LOOK QUARTERLY STATEMENT FOR THE NATIONAL ECONOMY PRESENT POSITION AND OUTLOOK 
Samanaties In Billions of Dollars—Seasonally Adjusted, at Annual Rotes 
overy = Although we have some reser- 
ppro- ee —___1960 vations regarding the scope and 
» COn- SERIES Quarter Quarter Quarter Quarter duration of the expected upswings 
pub- UI 1 Vv I in consumer and capital spending, 
Is by GROSS NATIONAL PRODUCT ............0.. 516.1 500.8 504.5 506.4 | there is little doubt but that these 
| run- Personal Consumption 336.1 320.7 332.3 329.9 important areas will be found in 
As a P “~ Domestte _ > SE as er 65.6 74.6 the plus column, at least for the 
; Net Exports ... . 3 5.1 2.3 j diate : ahe; 
th it Government Purchases .............---0seeeeeee | 107.3 105.0 101.6 99.6 immediate months ahead. > 
rat le ee AARON RS | 56.6 547 53.0 52.9 Summarizing the outlook for 
1 pr)- EE EERE | 50.6 50.3 48.6 46.8 business as a whole, it is evident 
this |, saceaiiia siinnia pee po pur pues that the great majority of indi- 
aid ix & Nontax Payments .......cccsecse-seeoe | 51.5 50.4 50.6 50.3 cators are still pointing upward, 
out- sposatole §cOMe ..cccccccerennssnnscsssscseeeee | 361.8 354.3 354.9 3527 | although the advance may not be 
onsumption Expenditures 336.1 330.7 332.3 329.9 as sharp or as long-lived as some 
vhe e Personal Saving—d ...........cc.sscesseseeeeees 25.7 23.7 22.7 22.8 prognost icators expect. 
me it CO°PORATE PRE-TAX PROFITS ................ | 45.2 39.6 42.6 46.3 
; fir Corporate TaXeS .......ccsseercseerseeeerseeseees 22.4 19.6 21.1 23.0 _ , 
‘f : Corporate Net Profit ...cccsccsnccssnvesesssssee 22.8 20.0 21.4 23.3 | PERSONAL INCOME declined in Au- 
it r- 0 vidend Payments ............-.c.:0+-00+-+- .| 14.0 14.2 14.3 14.0 gust from the July rate, which had 
- ' RII PRINS siceresesietntaeinasnnnindesnnceness 8.6 5.8 7.2 9.3 been swollen by Government pay- 
} ( | ant , 2 . arte " e o« vet livi 
u PL: NT & EQUIPMENT OUTLAYS ............ ge _ ne eas ment of a special in: urance div i- 
ect \- = dend to veterans, totaling $2.6 
mn cf THE WEEKLY TREND billion at annual rates. After ex- 
tle ee cluding this payment, August in- 
umer week Sateen aOR Year come shows a $700 million gain 
will Ending | Week Week Ago | over the preceding month, to reach 
ece! t = ; =e ese 5 en $419.3 billion. 
t the M\’S Business Activity Index*....| 1935-9-100 Sept. 16 | 329.0 327.8 302.3 Altk gh Aucust inc . 

: M\S Index—Per capita"............| 1935-’9-100 Sept. 6 233.5 2327 218.4 Although August Income on an 
ound Stel Production Index*............. 1957-'9-100 | Sept. 16 109.1 109.1 81.1 adjusted basis was at a new high, 
ublie Auto and Truck Production ........| Thousands | Sept. 23 91 88 146 the latest rise was much smaller 

Po; erboord Production ............. Thousand Tons Sept. 16 348 262 321 than in recent months. Personal 
hes Pa; erboard New Orders ............| Thousand Tons Sept. 16 359 287 313 income since Februarv has bee 
the Ele. tric Power Output*......... w. | 1947-'49-100 Sept. 16 304 304 274 ne € Since be 7’ wart) 1as— een 

n e Fre ght Carloadings .............. ..| Thousand Cars Sept. 16 594 513 599 rising at an average rate of $2.1 

ke t Encineerings Constr. Awards .... | $ Millions Sept. 21 400 523 368 billion a month but a smaller rate 

9 

jomic Department Store Sales ............. 1947-'9-100 Sept. 16 150 129 150 of gain seems to be in store from 

t and Deimnand Deposits— i snmnsnsaiaibiuiaiii $ Billions Sept. 13 ~ 3 61.8 N.A here on. 

head, Bus ness Failures—s ...........+.-0+++ Number Sept. 14 292 275 305 

pace *Seasonally adjusted. (a)—Private starts, at annual rates. (b)—F. W Dodge unadjusted dota. (c)—Weekly reporting member banks. (d)—Excess of 

disposable income over personal consumption expenditures. (e)—Estimated (f)—Estimated by Council of Economic Advisors. (g)—337 non-financial 

will centers. (na)—Not available. (r)—Revised. (s)}—Dota from Dun & Bradstreet. ‘t)—-Seasonally adjustea, annual rate. (v)}—End of month 
é dota. Other Sources: Federal Reserve Bd., Commerce Dept., Securities & Exch. Comm., Budget Bureau. 

imu- ‘ies 

ivate THE MAGAZINE OF WALL STREET COMMON STOCK INDEXES 

e oft —_ — ~ —EE 

No. of 1960-61 1961 (Nov. 14, 1936 Cl.—100) High low Sept. 15 Sept. 22 

: Issues (1925 Cl.—100) High low Sept. 15 Sept. 22 High Priced Stocks .................-0++ 342.8 262.7 339.6 332.2 
roods Composite Average 550.0 410.9 534.5 524.5 Low Priced Stocks .......ccseseeseseses 729.8 527.6 685.7 672.9 

in a _ — — — - ——— - _ 
el] in 4 Agricultural Implements ....... 497.2 346.4 412.4 408.5 2 ee GE caintiennin 1226.0 810.8 1127.4 1072.7 
ee 3 Air Cond, (‘53 Cl.—100) ..... 176.9 105.8 155.9 152.2 4 Investment Trusts .................. 173.5 136.5 162.3 165.1 
art 10 Aireraft & Missiles oe tae. 861.9 1275.6 1254.1 3 Liquor (‘27 Cl.—100) 1548.9 1098.2 1478.5 1431.5 
as a 7 Airlines (‘27 Ci.—100) ......... 1163.6 736.7 943.9 919.5 BF BIN citiinittatcnienntetieiiuiinit 647.3 402.9 574.3 554.8 
w in 4 Aluminum (‘53 Cl.—100) ..... 521.3 354.5 389.4 369.3 D OS titi Bed 364.2 437.5 441.6 
basic 5 Am See 427.0 209.3 355.8 340.3 4 Meat Packing . 313.9 223.9 295.7 287.9 
m9 a 5 Automobile Accessories ........ 531.1 401.0 491.7 483.6 4 Mtl. Fabr. (‘53 Cl.—100) ....... 208.6 132.4 183.9 181.1 
S in DF SE dectecitinettinnincctone 157.0 90.8 126.2 129.8 9 Metals, Miscellaneous .......... 483.4 313.3 435.2 443.1 
3 Baking ('26 Cl.—100) a 34.9 39.4 38.6 SS OS SSRN e ee ee 1237.1 867.3 1109.8 1080.3 
vhich 4 Business Machines ................. 2008.2. 1159.1 1851.7. 1799.5 CII centeessesnicriesensinneivenens 828.6 609.0 735.7 714.3 
eral a  F 657.3 849.9 835.0 16 Public Utilities ........:<c:sceseesee+ 476.4 341.0 4/6.4 476.4 
Me 3 Coal Mining salosiinten 39.3 27.2 37.9 37.6 6 Railroad Equipment ae. 75.8 103.7 102.1 
new 4 Communications... 257.6 199.9 246.7 240.1 gS 49.9 57.6 57.1 
high 9 CONSHUCHION vecccccesescceeseeneee 235.2 142.3 228.4 2233 3 Soft Drinks 690.3 1031.0 1031.0 
rther 5 Container we 1117.7 824.6 = -1117.7,-:1100.3 11 Steel & Iron .. 325.4 390.3 373.3 
1 the eT 399.3 275.4 352.5 338.7 4 GOP a.cccccecccccsccscceee 63.0 82.2 78.8 
. 2 Dairy Products .........0ccesese++ 236.5 146.8 _ Cs Se ll ee 563.1 783.0 775.9 
ction ry 
ald 5 Department Stores ..............+ 211.4 135.2 211.4 208.4 11 TV & Electron. ('27—100) .... 130.4 86.8 119.8 115.9 
yhic 1 5 Drugs-Eth. (‘53 Cl.—100) ..... 474.7 360.4 438.1 430.3 NN ieee snalcaes 264.2 183.3 252.6 250.6 
time, 5 Elect. Eqp. (‘53 Cl—100) ..... 409.4 310.7 409.4 395.6 3 Tires & Rubber .... 255.9 170.6 240.7 235.3 | 
high- 3 Finance Companies .............- 1131.8 648.8 1131.8 1099.7 DE vecerncene 321.3 182.5 316.7 316.7 | 
t- S Fed Brent ccccccccecccesecsesceeeoee 853.1 419.3 814.1 808.5 3 Variety Stores .........0. csc 398.9 349.3 381.2 377.7 
ou 3 Food St0r@S cecccecceeweees eve 331.0 232.1 328.5 326.0 16 Unclassifd (49 Cl. — 100)... 337.7 224.0 302.5 2978 

za H—New High for 1961-1962. 
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Trend of Commodities 


— 





SPOT MARKETS—Sensitive commodities gave ground on a rather 
broad front in the two weeks ending September 22 and the 
BLS daily index of such commodities fell 1.0% to close at 
84.1. Both foods and raw industrial materials, the two groups 
cemprising the index, were off, with the latter falling 0.9%. 
In this category, lower prices were seen for copper scrap, 
tin, burlap, wool tops, rabber and tallow, while cotton, hides 
and steel scrap posted plus signs. 

Among the rank and file of commodities, some slight 
easing was noted and the BLS comprehensive weekly price 
index fell 0.1%, to close at 118.6. Foods were lower and farm 
products advanced, while declines outweighed gains among 
other commodities. No big change in commodity prices is 
expected soon, although some firming should take place if 
consumer spending expands as expected. 
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WHOLESALE COMMODITY PRICES 


FUTURES MARKETS—Commodity futures were mostly lower in 


the fortnight ending September 22, with grains continuing to 


react on improvement in crop prospects while some other 
commodities appeared to be suffering from _ profit-taking. 
Oats, lard, cocoa, copper, rubber and wool tops all declined 
while only rye, hides and domestic sugar were able to post 
advances. Wheat, corn, soybeans and cotton were mixed, 
with one month moving up while another reacted. 

Wheat futures were irregular in the period under review, 
The old crop months advanced moderately but new crop 
options declined. Nearby months have benefited from the 
large volume of exports and the smaller crop harvested ‘his 
year. Impoundings under the Government’s loan program ire 
running below a year ago, but this still provides effective 
support for prices. 





























BLS PRICE INDEXES | Latest 2 Weeks 1 Yr. Dec 6 
1947-1949—100 Date Date Ago Ago !?4) 
All Cc diti Sept. 19 118.6 118.7 119.2 .02 
Farm Products  ...........0+++ Sept. 19 87.8 869 87.7 510 
Non-Farm Products _...... Sept. 19 127.2 127.4 127.9 «70 
22 Sensitive Commodities ..| Sept. 22 84.1 85.0 83.4 £30 
Poe dei Sept. 22 74.2 75.3 74.7 6.5 
13 Raw Ind’l. Materials..| Sept. 22 91.6 924 89.9 :83 
De I. cecensesctersicioenne Sept. 22 98.1 98.3 92.6 446 
fo Sept. 22 82.7 83.4 78.3 5.3 
MWS SPOT PRICE INDEX 
14 RAW MATERIALS 
1923-1925 AVERAGE—100 
AUG. 26, 1939—63.0 Dec. 6, 1941—85.0 
1961 1960 1959 1953 1951 1941 
High of Year ...... 158.4 160.0 161.4 162.3 215.4 85.7 
Low of Year ...... 150.5 151.1 152.1 147.9 176.4 743 
Close of Year .... 151.2 158.3 152.1 180.8 83.5 
DOW-JONES FUTURES INDEX 
12 COMMODITIES 
AVERAGE 1924-1926—100 
1961 1960 1959 1953 1951 1941 
High of Year .... 148.9 148.7 152.7 166.8 215.4 84.6 
Low of Year ....... 141.2 141.2 144.2 153.8 1748 55.5 
Close of Year .... 141.2 147.8 1665 189.4 84.) 
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How The Economic Power Of 
The United States Was Built 
On The Profit Motive 





Continued from page 67) 


increasing wage rates. The 
dynamic nature of the American 
economy is such that the in- 


ses in operating costs result- 
from heavier wage and tax 
ens have been absorbed to 
with a minimum of price 
ases. It is not realistic to 
ct, however, that over an ex- 
ed period of time continually 
er costs in the form of wages 
and taxes can be incurred with- 
out higher prices. Nor would it 
be in the best interests of labor 
or «f any other segment of our 


cre 
ing 
bun 
dat 
inc 
eX] 
ten 
hig 


rec very to curtail corporate 
pro ts in order to obtain the 
dou»tful advantage of stable 
prices. If profit margins are not 
ade uate, capital markets will be- 
come depressed and it will be- 
cone increasingly difficult to fi- 
nan’e the huge amounts of con- 
struction and research expendi- 
tures required to maintain high 
leve's of business activity and 
emp oyment. And without pros- 
perous business conditions the 
Government’s receipts from its 
half interest in gross corporate 


profits can be expected to shrink 
rather than expand. END 





Well Conceived Vs. Unjustified 
Stock Splits 





(Continued from page 71) 


high!y favorable, the issue’s pres- 
ent prestige may be somewhat 
exagverated. Despite further pub- 
ic offerings at intervals about 
wo-thirds of the total stock is 
“till held by the Dorrance estate. 
Hershey Chocolate, although a 
fompany which disdains promo- 
Hional stunts, not only split be- 
ore in 1947 but is now showing 
ome greater responsiveness to 
‘consumer attitudes and is think- 
ng about advertising in a big 
ray, for the first time in its 
History. At 176 the stock (70% 
f it owned by the Milton Heeshey 
hoolf is in high split territory. 
he outlook for the company is 
iscussed in the»Specialties fea- 
ure in this same issue. 
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. And Chewing Gum 


& Soft drink and confectionery 


companies naturally share many 
characteristics in common with 
the foods, and here likewise 
several promising split candidates 
can be found. Although it divided 
its stock 2-for-1 as recently as 
1958 American Chicle, around 90, 
could easily repeat the same pro- 
cess in the early future. Despite 
the risks inherent in carrying 
large sugar inventories Chicle 
has managed to achieve a re- 
markably steady, rising earnings 
trend. Consumer brand accept- 
ance is naturally crucial and the 
company has had _ considerable 
success in launching several new 
products during the last several 


years. A forty-year price fix on 
gum was finally successfully 
broken in 1960, and heavier ad- 


vertising budgets have apparent- 
ly eased the pain that wholesalers 
must have experienced. The bulg- 
ing of the population growth 
among adolescents and young 
adults offers hope that the 10% 
annual earnings growth will re- 
main normal. 

Wrigley (Wm.) Company, 
which holds about 40% of the 
chewing gum market to Chicle’s 
25%, is, of course, responsive to 
the same conditions. Wrigley has 
not, however, been able to show 
the same consistent earnings 
growth and has suffered some 
deterioration in profit margins 
during the past decade. Last split 
in 1923, it does look like a definite 
candidate again at its present 
price of 125. Both of these com- 
panies stand to benefit handsome- 
ly if the chewing gum habit can 
be successfully transplanted to 
the heavily populated, underde- 
veloped areas of the world. 

The tobacco stocks — covered 
elsewhere in this issue — share 
many characteristics in common 
with the foods and confection- 
eries, and several of them must 
be deemed to be strong split can- 
didates. 

Some Other Split Candidates 

It will be necessary to treat 
other split prospects with briefer 
remarks. General American 
Transportation typifies the pros- 
perity which the specialized car 
leasing companies have achieved 
despite the backwardness of rail- 
road equipment as a group. It 
has previously split 2-for-1, both 


in 1953 and 1959. FMC (formerly 
Food Machinery) may also be 
able shortly to repeat its 1958 
split. Last year’s earnings ($2.98 
a share) were narrowly ahead of 
those for 1959, and the company 
has also held its own during the 
first half of the present vear. The 
recent change of name is sugges- 
tive of the organization’s broad- 
ened product base. In the instru- 
mentation field Minneapolis 
Honeywell is clearly in split terri- 
tory, and the habit has been es- 
tablished by three previous 2-for- 
1 splits since 1944. Althouech the 
company qualifies supremely for 
the coveted growth label, the 
vrice earnings ratio of around 18 
is still extremely liberal, even 
after the issue has been dropped 
somewhat from its recent high. 

Despite the constantly deplored 
over-capacity, in the paper indus- 
try Scott Paper has maintained a 
steady earnings pace and quali- 
fies as one of the best companies 
in its group; this industry was 
covered thoroughly in our recent 
September 23 issue. Among the 
containers Owens-Illinois Glass 
has exhibited a far from _ spec- 
tacular record but just the same 
has reached a level—more by 
liberalizing of its earnings multi- 
ple than by tangible progress— 
where an early split is now a fair 
expectation. 

Although utilities were for- 
merly, partly for regularity rea- 
sons, very hesitant to undertake 


splits, this attitude has now 
largely evaporated, while their 
recent very favorable earnings 


progress has lifted the prices of 
many stocks into split territory. 
Among issues with a fair prob- 
ability of early division are 
Columbus & Southern Ohio, 
Pacific Gas & Electric and Texas 
Utilities. This is in addition to 
several others which have just 
announced forthcoming splits. 


Why It Is Worth Catching A Split 


Except in cases with a slight 
taint of the phony, stock splits 
normally come only at high prices, 
and the purpose is the entirely 
legitimate one of keeping the 
stock within a popular trading 
range. But a split is also properly 
regarded as a sign of continuing 
prosperity for the company in- 
volved. It is this suggestion, 
rather than the mere multiplica- 
tion of the shares outstanding, 











that causes the sudden advance 
when many splits are announced. 
Thus, it is more than immediate- 
ly gratifying to catch a split; it 
will usually continue to be re- 
warding over a longer period of 
time. END 
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breakthroughs. 
> The International Develop- 
ment Association (IDA), the 


soft-loan affiliate of the World 
Bank, was the object of special 
pleas by less developed areas for 
more of this type aid. This often 
involves 50-year loans, free from 
interest charges. 

The World -Bank itself con- 
sidered the pgssibility of expan- 
sion of its activities as an arbi- 
trator in international disputes, 
similar to the capacity in which 
it acted successfully in the India- 
Pakistan Indus River controversy, 
and in the field of insuring private 
investments overseas against non- 
commercial risks. 


Trade and Prices Trouble 
The Have-Nots 


New requests were made for 
the achievement of some degree 
of price stability in basic world 
commodity markets, so as to cut 
the foreign exchange drain and 
reduced export earnings of those 
less developed countries which 
depend upon one or two commodi- 
ties for the major part of their 
income. Recent commodity price 
declines represented another ma- 
jor source of concern for the un- 
derdeveloped, as well as_ their 
shrinking share of commercial 
markets overseas, as compared 
to industrialized countries. 

No really new departures from 
the present system of inter- 
national trade and payments 
were instituted or were even con- 
sidered during this year’s Vienna 
convention. 

& The Jacobsson proposal, it- 
self representing some expansion 
of Fund operations within its 
present framework, was subject- 
ed to vehement criticism by 
France and the Netherlands. The 
objections to borrowings under 
the Fund’s say-so were an ob- 
vious slap in the face to the 
Fund’s authority and the U.S. in 
particular, showing some lack of 
confidence in American mone- 
tary management and its ability 
to practice fiscal discipline. 

&It seems as if the French in 
particular now seem to question 
the wisdom of the Fund in ap- 
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to have such borrowings ap.) °P® 
proved outside the Fund first) 2 
thus effectively transferring? ,. T 
some of the international author. tial 
ity back to national hands. De. U.S 
spite the understandable position held 
taken by the French in their rola. held 
tively new position of curre wy 2 Te 
stability, this represents a beck gi 


ward step in global financial co.9 
operation and is not a very heurt.© Tan 


ening development. - 
1 . t 
> None of the basic problems ed 


of international finance or trade 1 
was solved in Vienna. However, joy 
the meeting was valuable in t iat” naz, 
it provided a sounding board for! gy 
the serious and thought-prov ok-” fey 
ing points of view on the glcbal 
exchange mechanism. /n_ con. 
trast to a number of the annual > 
conclaves of the past, the specch 4, 
es really meant something ihisy vest 
time and formed the basis for ayy , 
future realistic discussions. sense 
> It has become evident tat and r 
the U.K., and especially the U.S. pos: |; 
although they still function as when 
the “key” or leading reserve are 
currencies of the globe, no longer world 
are the only dominant influence group 
on Fund policy. The Common they 
Market group now has assume sense 
a considerable degree of mone global 
tary power, and along with it  ficia! 
more of a voice in the Fund’s op much 
erations and policies. type. 
& The problems of the under ed thi 
developed nations are still with” A « 
out any practical economic solw fears 
tion, unless political and social re and r 
forms are instituted. sterlin 


& The thrashing out of views) “es a 
at Vienna will undoubtedly leaig?rce 
to some form of supplementary testim 
borrowing arrangement, whicig?s the 
should be agreed upon befor, The 
year-end after further delibera 
tions in Washington. 

The year 1961 has already bee 
marked by positive new steps i 
international monetary coopera 
tion on an informal “ad hoc 
basis and by the successful utili 
zation of the existing IMF m 
chanism, especially in the case 0 
Britain. These steps included; 
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The “Basle Arrangement” not 
European central banks, what we 
refrained from converting theif t-yj, 
sterling balances ; oneta 

The increased used of Ex#ign tp, 
change Stabilization Funds at@aching 
official interventions in the f0%fng pol 
ward exchange markets to hell Thus 
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ee + control such rates (including 
a pe { operations by the U.S. Treasury 
7 first 2 U.S. Treasury bills); _ 
oor. The introduction of differen- 
tl m tial ates of interest, short term 
is. De. U.S. Treasury paper for foreign 
ed held balances, as opposed to those 
aoe rs held domestically (introduced for 
te a a recent large British investment 
: hoa in US. Treasury bills) ; 
ial os. And an informal working ar- 
/hecrt.@ Tanvement between the U.S. and 
the dank of England concerning 
the control of the “free” gold 
‘oblems © pric. in London. 
r trade Tie above are all examples of 
ywe'er, new ideas. But their makeshift 
In tia natvre and often hurried intro- 
ard for duct'on classify them as only 
prov Ok-| temporary arrangements. 
» gic bal 
. ee In Sum 
anna» The IMF meeting, in this ob- 
specch— sery +r’s opinion, certainly did not 
ng his rest t in a victory for internation- 
sis ‘Or ally minded money men in any 
ns. sense. When even watered-down 
nt tial and rather moderate reform pro- 
1e LS. possis are subject to haggling, 
tion as when any far-reaching reforms 
rese‘vé are not even considered, the 
» longer’ world’s financial leaders as a 
fluences group are not demonstrating that 
‘ommon they are as yet struck by any 
issumed sense of urgency concerning the 
' mone global payments system. The of- 
with it ficial French attitude was very 
nd’s op much lacking in Jean Monnet- 
type. internationally - orien t- 
under. a thinking. 
ll with A current of uneasiness and 
vic solv fears about future speculation 
ocial re and runs on the dollar and/or 


sterling, remains in financial cir- 


e view cles abroad. The London gold 


dly leat price level of about $35.19 is 
mentary) ¢stimony to this, at least as far 
whic @S the dollar is concerned. 


befor The very introduction of a 
Jelibera comprehensive new monetary 
an to meet the needs of the 
Himes would have served as a 
eterrent to future damaging 
ctions against the key curren- 
ies. This is not to imply that 
esponsible fiscal discipline 
ould not be adhered to by 
eficit countries (the U.S. and 
he U.K.). At the same time, it 
not very encouraging to see 
hat we are still a long way from 
truly integrated free world 
onetary system—not to men- 
ion the equally necessary, but 
acking, unity in other economic 
d political matters. 


the 
















ady bee 
steps ig 
coopera 
ad hoc 
ful utilij 
MF m 


imposed 


within 


L STREE 
CTOBER 7, 1961 


Thus, 


framework of the intensified Cold 
War, the IMF meeting in Vienna 
was a rather disillusioning ex- 
perience. No plans were made, 
except temporary ones. Certainly, 
despite lack of agreement on the 
necessity for action, no new plan 
was set up to meet today’s prob- 
lems. Must we, at this crisis in 
world affairs, resort to improvis- 
ing at the last moment? END 





Drug Companies Seeking 
Né@W Pastures 
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tioned, Bristol-Myers’ acquisition 
of Clairol has contributed sub- 
stantially to the company’s rise 
in sales and earnings and should 
add to future growth. The com- 
panv is the principal marketer of 
synthetic penicillin products in 
the United States. These products 
are produced under license from 
Jeecham Group Ltd. and have 
-aptured a sizable portion of the 
penicillin specialties market. 
Earnings in 1961 are estimated 
as likely to increase about 15‘7, 
in line with the trend in recent 
years. While the stock sells cur- 
rently at a rather high price in 
relation to earnings, substantial 
opportunities for future growth 
over the long term are believed 
to exist. 

Johnson & Johnson’s promotion 
of the new mouthwash product, 
Micrin, with the attendant heavy 
advertising and sales promotion 
expenses, is expected to hold 
earnings this year to about the 
1960 level. Since the company is 
the largest producer of surgical 
dressing and first aid kits, any 
substantial expansion of civil de- 
fense activities such as the stock- 
ing of fall-out shelters could have 
a material effect on the com- 
pany’s operations. The company 
is also a large weaver of cotton 
cloth, and the recent improvement 
in cloth prices should begin to 
help profit margins late this year 
or early next year. This increase 
would largely offset higher raw 
cotton prices which came as a 
result of higher government sup- 
port prices effective in August. 
To fully offset this, some price 
increases will be required in the 
company’s extensive line of con- 
sumer health and hygenic prod- 
ucts. 
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McKesson & Robbins appears 
to be caught in the long term 
squeeze between the manufac- 
turer who wishes to reduce dis- 
tribution costs and the retailer 
who desires to purchase ethical 
drugs directly and, if possible, 
eliminate the wholesaler’s mark- 
up. While in many areas the 
wholesaler performs an essential 
function which cannot be dupli- 
cated as cheaply by the manu- 
facturer, there are other areas 
where the economics favor direct 
selling. The company has at- 
tempted to offset this pattern 
through better service to its cus- 
tomers, expansion into the whole- 
saling of chemicals and the manu- 
facture of proprietary drugs. 

Norwich Pharmacal is cer- 
tainly a clear demonstration of 
the remarkable growth ability 
that characterizes some segments 
of the proprietary drug industry. 
The company has chosen to mar- 
ket only a relatively small num- 
ber of products and to promote 
these intensively. The large cost 
of mass advertising and the dis- 
tribution problem involved cer- 
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tainly favor restricted product 
lines. Beyond the success in the 
proprietary drug area, Norwich 
has a growing business in pre- 
scription and veterinary products. 
These are largely specialty pro- 
ducts enjoying limited market, 
but offering abundant opportuni- 
ties for growth through new 
product development. 

The sharp decline in Parke, 
Davis’ earnings for the first six 
months of this year reflects the 
effect; of the general business 
recession and, more importantly, 
declining sales in the company’s 
principal product, Chloromycetin. 
This highly effective anti-biotic 
has been used for more than ten 
years and is an_ indispensable 
therapeutic agent in certain dis- 
eases. However, within the last 
year concern has been expressed 
that the drug may at times have 
been misused and accordingly re- 
labeling has been instituted that 
recommends the drug be used 
only where alternate therapy is 
not available. Parke, Davis’ ex- 
panded research program quite 
likely will yield important new 
products in the future. In the 
meantime, however, continued de- 
pressed earnings are anticipated. 
The lower trend in earnings 
leaves open to question the likeli- 
hood of a year-end extra dividend 
payment such as was paid in 
1960. 

A month or so ago, Pfizer was 
the subject of considerable specu- 
lative enthusiasm as the result 
of the company’s efforts with oral 
polio vaccine. Growth in recent 
years has come almost entirely 
from the very strong and dynamic 
foreign business that has been 
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developed. Acquisitions both in 
the United States and abroad 
also have made significant contri- 
butions. Pfizer is among the three 
companies (the others being 
American Cyanamid and Bristol- 
Myers) indicated by the recent 
Grand Jury action against pro- 
ducers of tetracycline. Beyond 
this criminal action some _ un- 
favorable report by the Federal 
Trade Commission is also antici- 
pated. Although a serious judg- 
ment against the company is not 
expected at this time. unfavor- 
able news and uncertainty will 
quite probably overhang this 
stock for at least two years. 


Merck is one of the largest pro- 
ducers of specialty drugs, vita- 
mins and bulk pharmaceuticals. 
Earnings declined in the first 
half of this year. However, the 
introduction of several new pro- 
ducts together with the hoped-for 
stabilization in bulk vitamin 
prices is expected to yield an im- 
proving trend later this year. 
During the last influenza epi- 
demic, Merck was the leading 
producer of vaccine. This improv- 
ing trend is expected to carry 
into 1962 and allow the company 
to resume its long-term trend in 
earnings growth. The company is 
believed to have the largest re- 
search program in the drug in- 
dustry, covering nearly all major 
fields of drug research. 


The second largest research 
program in the drug industry is 
supported by the Eli Lilly Com- 
pany. This program, through the 
years, has been highly productive 
of new products and important 
medical advances. Earnings re- 
sults have, however, been some- 
what erratic in the past due to 
rapid changes in the importance 
of new developments, competitive 
product introductions and _in- 
creases in research spending. As 
a result of recently introduced 
products, earnings are again im- 
proving, with such gains likely 
to extend into 1962. The company 
was the pioneer in the develop- 
ment of production technioues 
for tissue culture type vaccines 
(Salk polio vaccine). With this 
valuable experience it is logical 
to expect that the comreny will 
be a major participant in many 
of the new vaccine products now 
being investigated. Lilly is also 
believed to have one of the 
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Do Kefauver Proposals 
Represent Progress? 


The foregoing description of| 
the problems besetting the dug 
industry is not intended to ob- 
scure the fact that this industry 
has typically enjoyed high profit 
margins and has grown rapilly 
in the past. But such prospe ity 
has been the reward of h gh 
risks. As in all fields of endeavor 
the names of the successful com- 
panies have become household 
words; those that have fallen by 
the wayside have been forgotten. 
The sharply improved health of 
our people, the near-elimination 
of infant mortality, the extended 
longevity, all testify dramatically 
that the fruits of drug company 
research have been fully shared 
with the populace at large. Inves- 
tors must, of course, ponder the 
proposed changes in patent and 
trade-name practice realistically) *tremel 
in the light of their effect upon) 82 00 
individual companies. ENp| Which mi 

| ment siti 
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Clouded For Rail Equipments since it 
_turing ac 

(Continued from page 88) ohne 
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ahead. Accordingly, the shares of 
these companies will be more re- 
sponsive to the business cycle 
than to secular growth influences. 
Consequently, most of these 
issues will remain trading stocks 
rather than investment grade 
securities. 

The key to making profits in 
the rail equipments will be tim- 
ing, the always critical factor in 
a trading situation. At the mo- 
ment, prospects do favor cyclical 
recovery of earning power begin- 
ning some time in 1962 and per- 
haps lesting into the following 
year. Thus, the speculator mind- 
ful ef the risks involved can prob- 
ably find some interesting oppor- 
tunities among the issues in this 
group. 


Values in Leasing Stocks: General 
American Transportation 


> Just as you can’t always tell 
a book by its cover, certain com- 
panies in the rail equipment 
group are completely different in 
character from their brethren. 
The car-leasing companies are 
responsive to an entirely different 
set of economic rules and, where- 
as most equipment stocks are 
speculative, good investment 
values are to be found among the 
leasing companies. 

> Basically, the car - leasing 
business is stable on the downside 
while it simultaneously enjoys a 
secular growth trend. General 
business recessions have very 
little impact on leasing activity 
since a good deal of it is done 
under long-term contract. Not 
only does this type of business 
experience a fair measure of 
growth over the years, but it is 
extremely profitable as well. This 
is a good combination and one 
which makes for desirable invest- 


| ment situations. 


General American Transporta- 
tion is a hybrid leasing company 
since it has extensive manufac- 
‘turing activities as well. Rather 
than detract from the stable leas- 
ing income, however, manufac- 
uring earnings add an excellent 
upside leverage factor to the situ- 
ation. Not only does the company 
manufacture regular freight cars, 
but it is a leader in the specialty 
car field as well. Hence it is well 
uited to serve the demand which 
will develop in the months ahead 
for both types of equipment. In 
addition to its freight car busi- 
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ness, General American also 
manufactures heavy machinery 
and equipment for the chemical, 
cement, food, distilling and other 
industries. Other activities range 
from the production of plastic 
products and self-tapping screws 
to the development of a new 
cement-producing process. 

The combination of volatile 
manufacturing income and stable 
leasing revenues the record dis- 
closes has been a good one over 
the years. Gross income and 
profits have traced a steady uphill 
path in the postwar period, with 
the earnings progress being one 
of the best among leading com- 
panies of all types. Earnings for 
all of 1961 will probably be 
modestly below the record $3.44 
a share of 1960, but new record 
net appears in sight for 1962. 

North American Car 

For those who prefer pure 
leasing, North American Car fits 
the bill. Fourth largest in the 
private car leasing field, this 
company specializes in leasing 
most every type of railway car 
to shippers and railroads on a 
mileage and rental basis. Though 
this is the heart of North Ameri- 
can Car’s business, the corpora- 
tion also dabbles in other areas as 
well. Its Terminal Services Divi- 
sion operates a facility near 
Chicavo which js suitable for in- 
transit storage of bulk. liquid and 
granular materials. This relative- 
ly new venture appears to have 
large potentials, since only a 
fraction of the storage capacity 
in the area has been developed 
thus far. 

North American Car has en- 
joyed extremely wide net profit 
margins (16% last year), sus- 
tained revenue growth and. logi- 
cally enough, an excellent record 
of profits expansion. Since this 
type of operation demands a 
heavy investment in gross prop- 
erty, the trick is to grow at a rate 
tank-car leasing business, with 
just fast enough so that the bulk 
of new money needs can be satis- 
fied internally. Although North 
American is likely to report only 
modestly higher earnings in 1961 
than the $2.61 a share of 1960, 
the basis is being laid for con- 
tinued growth in 1962. 


Union Tank Car: A Company 
in Transition 


Union Tank Car provides an in- 


teresting study of a company in 
transition. Until quite recent!v 
this organization conducted « 
tank-car leasing business, with 
all- requirement contracts with 
most Standard Oil units as an 
important prop for its operations. 
Management decided, however, 
that if the company was ever 
going to realize a larger return 
on its investment it would have 
to diversify away from the car- 
leasing field. Heavy capital spend- 
ing is required to keep the fleet 
modern and return on investment 
has been relatively slim. 


In 1957 Union Tank Car moved 
far afield by acquiring the Phoe- 
nix Manufacturing Company, a 
steel products company. Further 
diversification moves followed as 
Union acquired interests in such 
fields as water conditioning, 
horseshoes, sewage lift stations, 
fabricated products for certain 
process industries, liquid treat- 
ment equipment and other lines. 
Needless to say, it has proved a 
difficult task to get the “new” 
Union Tank Car Company parts 
all pulling in the same direction. 
Now, however, management ap- 
pears largely to have completed 
the process of welding together 
the various units, and earnings 
progress should be more impres- 
sive. A moderate earnings im- 
provement is indicated for 1961 
and further gains may lie ahead 
for 1962. While this issue is not 
in a class with General American 
Transportation, which has proven 
its ability to balance leasing and 
manufacturing income over the 
years, it will be worth watching 


to see if Union Tank Car can 
emulate such a well established 
rival. 


Two Traditional Issues 


Among the more traditional 
issues in the railway equipment 
group, American Brake Shoe and 
General Railway Signal may well 
have some trading attraction 
currently. American Brake manu- 
factures such items as wheels, 
brake shoes, track materials and 
journal bearings which should be 
in demand as the railroad indus- 
try begins to work off some of its 
large existing deferred main- 
tenance. 

In addition to the railroads, 
American Brake Shoe serves the 
construction and mining indus- 
tries, automotive and farm equip- 





ment makers, machine builders, 
and other heavy goods lines. 
While earnings in 1961 are not 
likely to compare favorably with 
the $3.48 a share of 1960, the 
stage seems set for a real come- 
back in 1962. 


General Railway Signal, the 
electronics company of its indus- 
try, specializes in the manufac- 
ture of railroad signaling devices. 
A considerable potential demand 
exists for the company’s services, 
if only the railroad industry can 
find the money to spend on yards 
and signaling projects. A modest 
improvement appears in sight for 
General Railway Signal’s 1961 
earnings, and prospects for 1962 
appear more promising. New re- 
cord earnings may even be pos- 
sible in that year. 

This is an industry which re- 
quires particularly careful com- 
pany analysis. Outside of the 
car-leasing organizations, cyclical 
factors predominate and continu- 
ing diversification offers more 
long-term hope than the railroad 
industry itself. Still, attractive 
trading opportunities are present 
and possible revitalization of the 
railroads adds a long-shot value 
that should not be entirely dis- 
regarded END 


Brisk Business For The 
Cigarette Companies 


(Continued from page 81) 
priced as Reynolds. This doesn’t 
so much make American a bar- 
gain as it indicates the exception- 
al status Reynolds enjoys among 
investors. 

American is the second largest 
tobacco company, accounting for 
about 24% of total industry sales, 
compared to Reynolds’ 30%. The 
company’s principal brands, no- 
tably Pall Mall, Lucky Strike and 
Herbert Tareyton, have wide 
public acceptance, and are firmly 
entrenched. Its menthol brands 
and the Hit Parade filter brand 
are, however, still far down the 
popularity scale. 

Lucky Strike, which for years 
was the company’s leading brand, 
has been in a downtrend for the 
last five years, a factor which has 
held earnings growth to modest 
proportions. In addition, the fail- 
ure of Hit Parade to respond to 
a major advertising campaign 
was disappointing and punished 
profits for several years. More 
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encouragingly, Pall Mall has now 
moved into number one position 
among all cigarette brands. 

The results of Pall Mall’s im- 
provement and the cutback in 
Hit Parade advertising should be 
reflected quickly in the profits 
column. In the first six months 
of 1961, in fact, earnings rose to 
$2.37 a share from $2.13 a year 
ago, making it possible that full- 
year results will approach $5.00 
per share. 

Nevertheless, American Tobac- 
co seems to have discounted this 
prospect. The stock is selling at 
almost 20 times earnings, or 
twice the rate it has averaged 
over the past decade. Although 
the depression resistance of the 
entire industry does warrant a 
somewhat generous price multi- 
ple, the stock is still high enough 
to present major risks, especially 
in view of the tremendous com- 
petition among the companies. 

As with Reynolds, existing 
holders can rest secure with their 
shares, but new commitments 
should be made only with the 
longest range objectives in mind. 
The well protected dividend, 
raised last year to $2.80, affords 
a less than 3% return. 

Only Liggett & Myers among 
the major companies is selling at 
a price roughly in line with its 
long term average. The reason 
has been its relatively poor show- 
ing in recent years despite its 
position as third largest compo- 
nent in the industry. A change in 
major advertising emphasis in 
the hands of a new company in- 
dicates the company’s determina- 
tion to reverse the recent pattern. 
Little change in earnings is in 
prospect for this year but, if the 
new program pays off, the stock 
could do well. 

Hence, the better than 5% re- 
turn afforded by the protected 
$5.00 dividend makes L. & M. a 
suitable investment for venture- 
some but income-conscious read- 
ers. The price/earnings ratio is 
only about 13 times, compared 
with a ten year average of about 
11 times earnings. Finances are 
secure, and cash flow is large at 
over $8.00 per share. 

Philip Morris is on its way to 
another record earnings year, 
which will make 1961 the eighth 
consecutive year of higher profits. 
Particularly important this year 
is the success of its Commander 


brand on top of the recent re. 
warding promotional campaigns 
for Marlboro cigarettes. 
Diversification is also paying 
off for the company, and foreign 
operations are slated to become 
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more important to profits. In 
second half of 1961, in 
Philip Morris will introduce 
Parliament brand in Cai 
through its Benson & He 
subsidiary. Heavy advertising 
promotional expenses may 
down the rate of earnings 
crease this year, but per s 
net should still approach $: 
The stock, like those of the o 
major companies, is selling 
historically high level. 

Lorillard, like Liggett & My) ers, 
is selling in line with its ong 
range valuation, but the com. 
pany’s position is more specula- 
tive than the majors. Kent « ige 
rettes were an enormous eu 
filter success, but other bri nds 
have not come up to expectations 
Selling to yield almost 4° fom 
the $2.20 dividend, the stock is 
however, a purchase candi at 
for patient investors. 
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Cigar Companies a Little Sha xy 


The cigar companies present s 
many uncertainties that a cav- 
tious attitude is necessary for al 
investors. Consolidated Cigar, the 
biggest member of the industry 
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ran up substantially in 1960 o 
the strength of anticipated strong 
resurgence in the demand fa 
cigars. The disappointment affect- 
ing the whole industry in the 
wake of last year’s sales collapse 
has, however, taken some of the 
glamour away from the stock 
Nevertheless, through 
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managed to score gains last yeal| 
and even to continue the improve 
ment in the first quarter of 1961 


In the second quarter, finally 
earnings declined, making th 


stock vulnerable if this tendencj 
should continue. 


Bayuk Cigars is well ei 
trenched in its field. Althoug 


sales were lower in the first hal! 
the company was able to cut cost 
significantly. As a result, ear 
ings showed a healthy gain ove 


a year ago and could approach $f 





a share for 1961 as a whole. Th 
stock offers a high yield an 


appears to be an attractive speclh jg 


lation. 
(Continued on page 108) 
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Selected Natural 


Resource Stocks 


May Add Substantially to Forecast Profits 


B. ‘ause massive government spending — coming 
on top of business recovery — may add inflationary 
pressures, our analysts have selected for well-timed 
purchase several promising “natural resource” 
stocl's, for example... 


A SPECIAL SITUATION — Yielding nearly 5% — 
well financed and integrated — 


This company enjoys aggressive management — 
low cost operations — and has ample capital for 


American 
& Tel., 


issues 


Such stocks as American Chicle, 
Tobacco, Reynolds Tobacco, Int. Tel. 
Sperry Rand and other sound Forecast 
have increased subscribers’ gains. 


Appraisal of Your Present Securities 


To help you to put your investment house in 
order looking to the period ahead—be sure to 
include with your subscription a list of the securi- 
ties you own (12 at a time) for our personal report 
and advice on — WHICH TO RETAIN — WHICH 























Jers} expansion into new fields. Profits increased 8% last TQ DISPOSE OF — WHICH TO AVERAGE. If 
ong} year but rose nearly 16% in the first half of 1961. you are disturbed regarding any issues in your 
com-| Freedom from long term debt — with cash and list. be sure to get expert opinion BEFORE you 
ala} gove nment securities of more than 11 times short decide to sell — or to hold. 
‘ige| tern liabilities — give added assurance to liberal This extremely valuable consultation service 
euly| divicend. Selling more than 10% under its 1961 helps subscribers to save thousands of dollars by 
-: nds| high, this issue seems definitey under-priced. preventing hasty sale of sound issues while weed- 
i ms ing out weaker stocks. 
font A SOUND STOCK IN A RESURGENT PHASE WR i itn te 4 1961 
‘k ish still selling 20% under 1960 top — A Well-Rounded Service Geared to 
icate , Investment Prospects 
Tl is leading low cost producer owns vast re- Zach Week Gur Private Bulletin: 
serves of raw materials and well integrated oper- - 
yy | ating facilities. Net per share last year rose 20%, Keeps you a step ahead on the market outlook, 
nt wf and for second half 1961, demand and profits should changes in defense spending, money rates, taxes 
qu) &¢ in a_rising trend. Current yield is 3.6%, with and the trend of business at home and abroad ... 
|| dividend secured by strong finances. We believe Firsthand reports from our capable Washington 
’ th this issue could advance materially higher. analyst interpret political and legislative action. 
a &Our comments and exclusive indexes of the 46 
a OUR MOUNTING PROFIT RECORD industrial stock groups indicate which are rising 
a strongly—those starting to advance—to decline. 
reas We expect that these attractive issues and other poyr Unique Graph measuring strength vs. weak- 
| . carefully selected recommendations of emerging ness in stocks signalled the 1957 decline, the 1958- 
ff ect: opportunities, which would be called to your atten- 59 recovery, the 1960 setback and the advance of 
the tion as a subscriber, will add to our outstanding the past months. 
a. profit record. Subscribe now to secure all the advantages of our 
f the Our Audit of the stocks in our open position at original research, broad facilities, special ‘sources 
stock mid-year showed net appreciation of 9377, points — of information—backed by our organization’s 54 
eri gain of 253 points since January 1961...and the years of successful experience! We feel sure you 
st profit balance has been growing in the second half. will find our advice most rewarding. 
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General Cigar also fell back in 
the early part of 1961. Some long 
range appeal arises, however, in 
the company’s process for recon- 
stituted tobacco. Since public ac- 
ceptance of the new type of cigar 
would soon require all companies 
to enter the field, General stands 
to enjoy royalty income by licens- 
ing out its process to other pro- 
ducers. 

The shares may be held, but 


new commitments. should _ be 
avoided. 
Outlook Improved .. . . And Fully 


Recognized in Share Prices 


The tobacco industry, particu- 
larly its cigarette-making seg- 
ment, is on the march again. 
The companies have successfully 
weathered the severe shock of 
the cancer scare, and now appear 
relatively immune to a recurrence 
unless radically new data linking 
smoking to cancer are presented. 

Nevertheless, investment op- 
portunities are limited except for 
those investors with _ strictly 
longer-range objectives. The re- 
covery in outlook has been more 
than fully discounted in the price 
of most of the stocks. END 





For Profit and Income 





(Continued from page 95) 


Chemical, Reynolds Tobacco and 
Talcott. 


Steel Prices 


Trade opinion is that selective 
and generally small steel price 
increases will be made during the 
fourth quarter, during which it 
is hoped that operations will 
average something like 75% of 
capacity, against little over 70% 
at this writing. Adjustments will 
depend almost entirely on com- 
petitive conditions at the time, 
regardless of the anti-inflation 
lectures given the industry by 
Kennedy Administration. It is 
thought that conditions should 
permit adjustments, although 
this remains to be proven. At 
best, they will not add greatly 
to profits, allowing for the fur- 
ther wage boost which took effect 
October 1, although leading com- 
panies can fare fairly well at 
75% of capacity. It is doubtful 
that the steel group can regain 
strong market popularity. 


Addenda 
Reasons for lack of confidence 
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in the 1961 and long-term pros- 
pects of air lines have been out- 
lined here before. They merit no 
further discussion at this point 
excepting to note that (1) the 
stocks as a group remain among 
the poorest market performers; 
and (2) the domestic trunk lines 
in July had a total loss of 
$1,473,000, against net income of 
$3,475,000 a year earlier. At 
present the group is down about 
25% from its best 1961 level. 
The latter was well under the 
1959 high—also well under best 
levels reached as far back as 
1945. 


Insider Selling 

On balance, corporation offi- 
cers and directors, with large 
stock holdings in their compan- 
ies, remain on the selling side. 
Stocks in which insider selling 
has been shown by the latest of- 
ficial reports include: American 


Motors, American Photocopy, 
Ashland Oil, Avnet Electronics, 
Bestwall Gypsum, Brunswick 


Corp., Canadian Breweries, Cer- 
tain-Teed Products, D. W. G. 
Cigar, Ginn & Co., Magnavox, 
Royal McBee and Upjohn Co. 


Paper Stocks 

The paper industry will have 
excess capacity for some time to 
come. Nevertheless, its supply- 
demand position is improving 
and figures to improve further 
over the rest of this year and in 
1962. Partly offsetting previous 
cuts, there have been price boosts 
on kraft paper, linerboard, cor- 
rugated boxes and multiwall 
bags. Some of the better stocks, 
with potentials for further price 
rtcovery, are International, Mead 
Corp., Union Bag-Camp and 
West Virginia Pulp & Paper. END 


CORRECTION — TEXAS GULF 
SULPHUR 

In our September 23, 1961 
edition in connection with our 
article “Prospects for Chemical 
Companies Differ Sharply”, we 
presented a table on page 31 
giving latest statistics on all 
leading companies in this field. 
In our listing of Texas Gulf 
Sulphur, the recent price was 
incorrectly stated as 36 and 
the yield at 2.7%. 

The actual price at that time 
was 26 so that the $1 dividend 
represented a yield of 3.8%. 
The 1961 price range for this 
stock was correctly stated as 

2714-15%, so we trust that it 
was evident te readers that 
the 36 price was in error. 





Market Awaiting 
Clarification 





(Continued from page 63) 


Federal projects, under the seni. 
Socialist Welfare State philoso. 
phy of the Kennedy Administra-| 
tion. 

& There is sluggish recover 
in plant-equipment outlays, but 
no boom in sight because of ex-| 
cess capacity in many lines 
Aside from essential soft gvods 
and services, consumers cont nu 
to go slow in spending. 

& The rise in personal incom: 
payments slowed in August 
while housing starts dipped for| 
the second consecutive month 
The accuracy of the latter fig ire: 
may be open to some question 
but the basic fact is that housing 
is in over-supply and that th 
rate of family formation will no 
support a home building boom a 
any time before the mid-1960 s. 

With price cutting and pric 
raising in balance, there is n 
general upward pressure on the! 
price structure. We still hav 
boom-level stock prices, no boon 
in corporate earnings or div: 
dends. The recovery in profit 
could top out by or before mid 
1962. A conservative, discrimi. 
nating investment policy remain: 
in order at this time.—Monday, 
October 2. 
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Black Gold Li 
The Story of an Oil Pioneer 
By ARTHUR BEEBY-THOMPSON 

Introduction by Herbert Hoover 

For more than sixty years, Mr 
Beeby-Thompson, the Grand Old Mat 
of oil, has done more than any othe 
engineer to develop this gigantic in 
dustry from its early precarious day: 

It was in 1896 that Mr. Beeby 
Thompson made his first journey—t 
Africa—to make a name for himse! 
in oil. Two successful years later, afte 
an almost fatal bout with malaria, h® 
left Africa by ship to work in th 
Baku oilfields. f 

From these early days, Mr. Beeby 
Thompson spent his life pioneering 
an industry whose growth he wa 
directly responsible for. 

BLACK GOLD is a true adventur 
story—which just happens to be a) 
autobiography—told with restraint an 
with unending vitality by a_ skilled 
narrator. 
Doubleday 
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IMPORTANT MESSAGE ...To Every Investor 


With Securities Worth $40,000 or More 


Gn the challenging days ahead we will see 
amazing ventures into space — scientific 
“breakthroughs” — revolutionary industrial 
advances and new products. 

Also, with turbulent conditions abroad — 
and “New Frontier” policies taking shape 
at home — changes of deep investment 
significance may occur in spending, taxes, 
international trade, money and credit. 

Don’t you agree that this is no time for 
a “do nothing” policy? Let us help you keep 
investments fiexibly adjusted to today’s 
eonditions — tomorrow’s outlook. 


Unsurpassed Qualifications to Serve You 
Successfully: 


To safeguard and foster the growth of 
your funds — INVESTMENT MANAGE- 
MENT SERVICE as a division of THE 
MAGAZINE OF WALL STREET offers 
you unique advantages: 

— a background of 54 years of experience 

— skills and judgment of a seasoned staff 

— widespread sources of timely informa- 

tion 

— top financial library-research facilities 

— fully equipped offices in the world’s 

financial center plus able Washington 
analysts. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a 
detailed report—analyzing your credit list— 
taking into consideration income, safety, 
diversification, enhancement probabilities— 
today’s factors and tomorrow’s outlook. 


Issues to Hold and Advantageous 
Revisions: 


Definite counsel is given on each issue in 
your account ... advising retention of those 
most attractive for income and growth ... 
preventing sale of those now thoroughly 
liquidated and likely to improve. We will 


point out unfavorable or overpriced securi- 
ties and make substitute recommendations 
in companies with unusually promising 1961- 
62 prospects and profit potentials. 


Continuous Supervision of Holdings: 


Thereafter—your securities are held un- 
der the constant observation of a trained, 
experienced Account Executive. Working 
closely with the Directing Board, he takes 
the initiative in advising you continuously 
as to the position of your holdings. It is 
never necessary for you to consult us. 


When changes are recommended, precise 
instructions as to why to sell or buy are 
given, together with counsel as to the prices 
at which to act. Alert counsel by first class 
mail or air mail and by telegraph relieves 
you of any doubt on your investments. 


Complete Consulation Privileges: 


You can consult us on any special invest- 
ment problem you may face. Our contacts 
and original research sometimes offer you 
aid not obtainable elsewhere—to help you 
to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of 
each transaction and help you to minimize 
your tax liability. (Our annual fee is al- 
lowed as a deduction from your income for 
Federal Income Tax purposes, considerably 
reducing the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete 
record of each transaction as you follow our 
advice. At the end of of your annual enroll- 
ment you receive our audit of the progress 
of your account showing just how it has 
grown in value and the amounts of income 
it has produced for you. 








be o investors with $40,000 or more we shall be glad to send full information on 
Investment Management Service. Our annual fee is based on the current value of 
the securities and cash to be supervised—so if you will tell us the present worth of 
your holdings or list them for our evaluation—we shall quote an exact fee—and 
answer any questions as to how our counsel can benefit you. 








INVESTMENT 


MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL STREET. A background of over 54 years of serviee. 


120 WALL STREET 


NEW YORK 5, N. Y. 





Standard 
Oil Company (Indiana): 


a s1X months’ 
progress report 


Crude production, product sales rise; 
earnings up 14%: American Oil effects 
smooth changeover to national marketer 


What has happened to Standard Oil Company (Indiana) and a major 
subsidiary, American Oil Company, since their reorganization at the 
end of last year? President John E. Swearingen provided the answers 
in a recent report to shareholders and in the summer issue of SPAN, a 
quarterly magazine for share owners of Standard of Indiana and em- 
ployees of its group of companies. 


Marketing subsidiary in smooth changeover: Mr. Swearingen 
enumerated first-half accomplishments of the Company's subsidiary, 
American Oil Company, after it became a national marketer. New 
Torch and Oval identification signs were installed at service stations 
throughout the East, South and Far West. All stations now display a 
uniform red, white and blue color scheme. The Company's more than 
29,000 outlets now feature the popular Atlas” brand of tires, batteries 
and accessories that were formerly offered only at Midwestern and Far 
Western stations. Local and national advertising, the greatest campaign 
in the Company's history, has provided quick consumer recognition of 
the strides taken by American Oil Company. 

In another major move by this subsidiary, the famous “As You 
Travel—Ask Us” service, which has continued to be an effective sales 
generator, was extended to outlets in all areas of operations. In the East 
ind South, American’s unique unleaded premium gasoline, Amoco®, 
was significantly improved in octane rating. An office was opened in 
Los Angeles to undertake development of markets in the Southwestern 
and Pacific Coast states where the Company has had limited dis- 
tribution 

The amazing growth of the credit card, and its importance in Ameri- 
can Oil Company operations, was emphasized in the summer issue of 
SPAN. In the Midwest alone, between 1950 and 1960, the number of 
credit card customers of Standard Oil Company (Indiana) grew from 
250,000 to 1.5 million. Since January | of this year, the addition of 
accounts from the East, South and West has swelled this total to 2.5 
million. Dollar volume through the newly centralized credit card opera- 
tion in Chicago often approaches $2 million daily. 


Earnings position improved: Mr. Swearingen told shareholders that 
consolidated net earnings for second quarter 1961 were $30,357,000, or 
84 cents a share. This compares with $33,198,000, or 92 cents a share 
in the same period of 1960. However, Mr. Swearingen reported a 14% 
improvement in first-half earnings ($74,177,000, as compared with 
$64,887,000 in first half 1960), and forecast earnings for 1961 as a 
whole will show an improvement over 1960 

Crude oil production and product sales increased in the second 
quarter as compared with 1960, but operating expenses, partly due to 
higher wage costs, also increased. Severe gasoline price cutting over 
wide areas during April, May and June had adverse effects on profits. 

Primarily responsible for the first-half earnings improvement were 
better prices for refined products early in the year, increases in net pro- 
duction of crude oil and natural gas liquids and in volume of product 
sales, and the Company's continuing emphasis on cost reductions. 


Crude production, product sales up: Net production of crude oil 
and natural gas liquids in the first six months averaged 350,000 barrels 
a day, up 11% over the 1960 period. The increase was achieved pri- 
marily in Argentina (where production averaged 36,000 barrels a day) 
and Canada (17,000 barrels a day). In addition, the Lake Maracaibo 
block in Venezuela became productive in May. The Company’s part 
interest in this block is averaging around 3,000 barrels a day. 
Refinery runs during the first half averaged 650,000 barrels a day, 


up 4% over a year ago when refinery strikes affected operations. Rur § 
were reduced substantially in the second quarter of 1961 in line wit 
market needs. Sales of refined products averaged 684,000 barrels a di 
for the six-month period, 1.5% increase over a year ago 


International developments: A further step in the Company’s petr 
chemical expansion was taken with the acquisition of a 35% intere; 
in Furukawa Chemical Company, Tokyo. Furukawa manufactur 
polyethylene and copolymers under license from Standard Oil Con- 
pany (Indiana). Furukawa produces 20 million pounds of these ve 
satile plastics annually. 

The Company also reached an agreement with Algemene Kunstzijc e 
Unie N. V. (AKU) for the joint manufacture of dimethyl! terephthalate 
(DMT) in the Netherlands. Work will start soon by a jointly owned 
subsidiary on a DMT plant that will use our unique oxidation process. 
DMT is the chemical raw material from which polyester fibers and 
yarns are made. 


U. S. expansion briefs: In August, another Standard Oil Company 
(Indiana) subsidiary, Tuloma Gas Products Company, acquired an 
interest in General Gas Corporation of Baton Rouge, La. Tuloma is 
one of the nation’s leading marketers in the rapidly growing LP-gas 
field. General Gas’s sales approximate 130 million gallons a year. 

Work is progressing on the oxo-alcohol plant that the Company is 
constructing near Haverhill, Ohio, in joint ownership with Pittsburgh 
Coke & Chemical Company. 


Quarterly dividend: Directors of Standard Oil Company (Indiana) 
declared a regular quarterly cash dividend of 35 cents a share payable 
September 14, 1961, to the Company's nearly 157,000 shareholders of 
record as of the close of business on August 25, 1961. It is the Com- 
pany's 262nd dividend. 

The Company also announced plans to pay its dividend for the 
fourth quarter of 1961 on December 27 instead of December 30. The 
change from the previous schedule would permit receipt of any such 
dividend by shareholders before the close of the calendar year. 


Directory of Standard Oil Company <indiana) Major Subsidiaric 


AMERICAN OIL COMPANY, headquartered in Chicago, manufactures, 
transports and sells petroleum products in the United States. It markets 
through its Standard Oil division in 15 Midwest states 


AMOCO CHEMICALS CORPORATION, Chicago, manufactures and 
markets chemicals from petroleum here and abroad. 

AMOCO TRADING CORPORATION, New York City, buys, sells, and 
trades crude oil and products abroad. 


INDIANA OIL PURCHASING COMPANY, Tulsa, buys, sells, and trades 
crude oil and natural gas liquids in the United States 


PAN AMERICAN PETROLEUM CORPORATION, Tulsa, finds and pro- 
duces crude oil and natural gas in the United States and Canada. Its 
subsidiary, Pan American International Oil Corporation, New York City, 


engages in oil exploration and development outside of North America. 


SERVICE PIPE LINE COMPANY, Tulsa, transports crude oil for our 


refineries and for others 


TULOMA GAS PRODUCTS COMPANY, Tulsa, markets liquefied petro- 


leum gas, natural gasoline, and related products. 


STANDARD OL COMPANY (Cinviana), 910 S. MICHIGAN, CHICAGO 80, ILLINOIS 
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